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ABSTRACT
This program evaluation by the staff of the Illinois

Economic and Fiscal Commission seeks to examine the impact and
effectiveness of the major student financial aid programs in
Illinois. Particular emphasis was placed on public university
undergraduate students. In collecting information, a survey was
distributed to over 7,800 public university students. Responses were
received from 42 percent of these. Surveys were also sent to
financial aid administrators and to budget and finance officers at
all public and private colleges and universities. Some of the
report's findings and recommendations, inclAe: (1) A simplified,
probably standard, form should replace the confusing welter of forms
a student must use to apply for financial aid. (2) Nonrepayable
assistance and loans play a more important role in the budgets of low
income students, but low income parents as well as middle income
parents still make a considerable financial effort to send their
children to college. (3) Small businessmen seem to be unfairly
treated by the current method of determining how much aid a student
needs. (4) The Illinois State Scholarship Commission should institute
tighter monitoring to detect fraudulent aid applications. (5) Studies
should be made of students who do not win State scholarships to find
out whether without that aid they cannot attend college for financial
reasons. (MJM)
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ILLINOIS ECONOMIC AND FISCAL COMMISSION

PROGRAM EVALUATION

STUDENT FINANCIAL AID IN ILLINOIS

SUMMARY

This program evaluation by the staff of the Illinois Economic
and Fiscal Commission seeks to examine the impact and effectiveness of
the major student financial aid programs in Illinois. Particular
emphasis was placed on public university undergraduate students.

In collecting information, a survey was distributed to over
7800 public university students. Responses were received from 42% of
these. Surveys were also sent to financial aid administrators and to
budget and finance officers at all public and private colleges and
universities. Other sources of information included interviews with
officials of the Illinois State Scholarship Commission (ISSC), the
Illinois Board of Higher Education (IBHE), the Bureau of the Budget
(BoB) and a number of campuses. State documents and national publi-
cations were also used.

In addition to the general goal of promoting access to higher
edv.-vjon, the study centered on four basic objectives of financial aid
prc;r.,..s: equity or fairness of distribution; adequacy of funds; ad-
m'li:trative efficiency; and stability of funding over time.

Finanzial Barriers and the Role of Financial Aid (Chapter II). It is

not.d chat tuition and fees have increased sharply over the past several
years at both public and private institutions. The present range is
from $15 per year at the State Community College at East St. Louis to
over $3000 at Northwestern University, Knox College, and Lake Forest
College (p. 6). Other financial barriers (living expenses and fore-
gone earnings) are discussed briefly (p. 7).

Although parents and students have traditionally had the
major responsibility for paying college expenses, government has played
an increasing role in recent years for those who were otherwise unable
to meet college costs (pp. 7.9). Much of this aid takes the form of
nonrepayable assistance (NRA)--scnoiarships, grants and fellowships
which the student does not have to repay with cash or service (p. 8).
Other programs have been set up to provide employment and borrowing
opportunities (p. 9).
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The chapter briefly discusses the five major sources of
financial assistance to students: their parents' contribution, school
year employment, summer jobs, NRA and loans. It is observed from the
survey of public university students that, overall, parents pay less
than one-fourth of students' college costs (pp. 10-11). Parental

assistance declines in importance as a funding source for juniors and
seniors, being replaced largely by school-year employment (pp. 15-16).
The relative importance of parental assistance among the five sources
increases with family income accounting for 8% of the college resources
of students in the $0-5,000 parental income range and 36% of the
resources of students whose family incomes are over $20,000 (pp. 11-13).

The last section of the chapter focuses on campus financial
aid officers. The purpose of a campus financial aid office is to assist
students in obtaining financial aid to meet college costs. The fiAan-
cial aid officer must monitor sources of assistance and insure that stu-
dents are informed about available aid. He must also see that the as-
sistance provided to each student is appropriate to the student's need
and conforms to the guidelines governing the various aid programs (p. 17).
Over half of the students responding to the IEFC survey said that their
university's financial aid office had been a useful source of infor-
mation (p. 17).

It is noted that there are a large number of forms that stu-
dents must fill out in order to apply for financial aid, and it is
recommended that efforts be undertaken to develop a standard aid appli-
cation at least for all public universities and colleges in the state

(PP. 18-19) .

The need to provide each student with a mix of financial as-
sistance that takes account of his individual situation ("balanced
packaging") is discussed. Balanced pacxaging is intended to prevent
a student from taking on an unmanageable commitment to either loans or
school year employment, but there is no agreement among financial aid
officers about what constitutes a balanced package generally. For
example, most felt that NRA was more necessary for freshmen and sophomores
than for juniors and seniors, but a number of aid officers at private
senior institutions disagreed. There was also widespread disagreement
about the appropriateness of loan financing at different grade levels
(pp. 19-21).

Because of the complexity involved in keeping track of many
different aid programs and the needs of many students, it would seem
that there would be extensive use of computers in financial aid adminis-
tration. However, the IEFC survey showed that only one-third of finan-
cial aid officers use computers even for bookkeeping purposes. It is
recommended that IBHE and ISSC develop a plan for the use of computers
in the management of financial aid resources at least at all public
universities (pp. 21-22).
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Nonre a able Assistance Chapter III). Nonrepayable assistance (NRA)
is any financial aid which the student does not repay or earn through
employment. There are two basic types of NRA--need-based, awarded on
the basis of financial need after a formal needs assessment procedure;
and non-need, awarded on the basis of other criteria without specific
consideration of individual economic circumstances (p. 23).

The major State need-based NRA program is the Illinois State
Scholarship Commission (ISSC) Monetary Award Program. The Monetary
Award Program has two objectives: to enhance financial access through
tuition payments and to decrease the importance of cost as a factor in
the student's decision of which college to attend. The second objective,
"freedom of choice," is intended to help students make their college
decisions on noncost grounds (program offerings, size, location, etc.)
and to help private institutions, which suffer a serious price disadvant-
age in competing with the public institutions for students (pp. 29-30).

Over $55 million was appropriated for this program in FY 1974,
with $63.2 million requested for FY 1975. ISSC announces awards in
excess of appropriations every year because approximately 20% of winners
do not use their awards (pp. 30-31).

The traditional principle underlying most needs analysis
procedures has been that parents have a major responsibility for financ-
ing the college education of their children. However, with the pas-
sage of the 18-year-old vote and the extension of adult rights to 18-
year -olds in most states, legal questions have been raised concerning
the idea that parents' economic circumstances should determine elig-
ibility for need-based NRA. If the courts should hold that all 18-year-
old students must be considered "independent," nearly all students
would qualify for need-based aid, and the concept would be meaningless
(pp. 34-35).

To insure fairness in assessing need and distributing NRA,
ISSC requires a family financial statement on the basis of which it
calculates how much the student's parents should contribute to his
education from income (pp. 35_36); how much should be contributed from
family assets (pp. 36_37); and how much the student himself should con-
tribute (p. 37). It is noted that ISSC awards are given to almost
90% of applicants in the $11,000-11,999 range. There is no specific
income cutoff for eligibility--over 200 students from families with
incomes over $26,000 are receiving monetary awards this year (p. 39).

Within the public university system, various NRA programs
see.n to be impacting so as to provide the greatest assistance to those
students with the greatest financial need. When the composition of
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student budgets was examined, it was observed that the percent of bud-
get from gift assistance (nonrepayable plus parental assistance) did
not vary greatly across income groups. Accordingly, the extent of
effort being made by students from self-help sources (work and loans)
was not observed to vary substantially (pp. 39-40).

There is, however, some question about the impact of NRA as
it relates to parental assistance. For students with parents in the
$5000-20,000 income ranges, parental assistance as a percent of current
income appears to remain relatively similar at just under 5%. This
amounts to a tax rate which is basically proportional within this income
range.

Parents in the highest income group (over $20,000) are provid-
ing the highest amount of assistance. However, as a percent of income,
the effort being made by these parents appears to be below average
(pp. 40-41).

Despite the fact that students in the lowest income group are
receiving relatively more NRA, the parents of these students appear to
be making an above average effort in providing assistance. However,
because only about one-third of the students in this lowest income group
are receiving any assistance from parents, care must be taken in drawing
any conclusions about this above average parental effort as it impacts
typically within this income group (pp. 40-43).

Changes occuring in several key need-based NRA programs should
provide a more progressive distribution of NRA next year. To some ex-
tent, these changes should reduce the effort currently being made by
low and middle income parents in providing financial assistance (p. 42).

To ascertain the real impact of these changes in State and
federa. NRA programs, it is recommended that IBHE closely monitor student
budgets next year. Because it appears that many lower income parents
may be making an exceptional effort in providing assistance, particular
attention should be given to the impacts of these changes on parental
assistance to students from the lower income groups (under $10,000).

In order to improve the State's Monetary Award Program, ISSC
should survey nonwinners and nonacceptors of awards each year. Only in
this way can the adequacy of the State's primary program of need-based
assistance be regularly assessed to insure that residents are not
being denied access to higher education because of financial considerations.

Responses to the IEFC student survey show that half or more
of the students from all income groups feel that current needs assessment
procedures are unfair to students from their economic background. This
attitude is most marked in middle and upper income groups (pp. 43-44).



ite
IA 00"

S-5

There has been considerable discussion of the need to increase
financial aid available to middle income students. ISSC has already made
adjustments in its need analysis procedures which, beginning in AY 74-75,
are expected to help primarily middle income students by decreasing the
expected family contribution from both income and assets (pp. 45-46).

Further changes could be made in the maintenance allowance
which would help middle income families even more. Expected contri-
butions from assets could also be further adjusted--by allowing a
"homestead exemption" for a family's residence or by treating "necessity"
assets (home, basic cash reserves) differently than "luxury" assets
(vacation homes, recreational vehicles).

The present procedure allows a "reward" to families who
Choose to spend rather than saving--since such families have a lower
expected contribution from assets, the State pays more of their college
costs than it does for a family which has been thrifty and accumulated
assets. It is recommended that ISSC consider establishing a minimum
expected contribution from assets based on a reasonable saving pattern
(p. 46).

The treatment of farm and small business assets is considered.
It is noted that, while problems in the valuation of farm assets seem
to have been alleviated, the children of small businessmen are still
being denied NRA because of the valuation of the family's business
assets. Since income-earning assets should be considered "necessity"
assets when the family's primary income source, it is recommended that
ISSC adjust its needs analysis procedure to correct this (pp. 46-47).

Three other recommendations are made in the chapter. First,
ISSC should discontinue its practice of giving partial awards only in
$150 blocks and give partial winners the exact amount for which they are
eligible. (p: 32).

Second, ISSC should provide more publicity about the way needs
analysis is done (pp. 44, 51). The less people know about the procedure,
the more likely they are to consider it unfair.

Third, it is recommended that ISSC tighten up its procedure
for auditing information provided in the monetary award application.
At the very least, an automatic audit should be made of applications
submitted by those who have previously submitted fraudulent information.
Ultimately, a complete crosscheck with Illinois income tax data should
be made on all ISSC monetary award applications to insure that infor-
mation about income is being correctly reported (p. 34).
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State "Non-need" NRA Programs (Chapter IV). Non-need NRA is aid which
is awarded to students on the basis of some characteristic other than
demonstrated personal financial need. Some programs which are techni-
cally non-need, such as Social Security benefits, are effectively im-
pacting most heavily on needy students even though hey do not require
a personal financial statement. This is because the criterion on which
they are awarded is closely related to need. (In the case of Social
Security benefits, the criterion is that an income-earning parent must
be deceased or retired, which is likely to reduce the family's income
and so increase the student's need.)

Non-need NRA is provided either as a fringe benefit for cer-
tain kinds of public service personnel (e.g., veterans) or to provide
incentives for students to train for occupations which are in short
supply. In some states, non-need NRA is given on the basis of academic
merit, but this is not done in Illinois. Approximately $25 million in
State non-need NRA was awarded to Illinois students during AY 1972-73
(p. 52).

About $17 million was awarded under various State statutory
programs, mostly for veterans and teacher education (which is being
phased cwt). Approximately 44% of veterans and 81% of nonveterans res-
ponding to our student survey said they thought veterans' benefits should
be based at least partly on financial need. The General Assembly might
consider the addition of some need criterion for veterans. For example,

all veterans might receive a waiver of half of public tuitions, with
waiver of the other half contingent upon demonstrated personal need

(PIP. 54-57).

In addition to statutory tuition waivers (which can be used
only at public universities), a few special education programs award
cash stipends (which can be used at either public or private institu-
tions) to provide incentives to students who wish to train as teachers
of gifted or handicapped children. Another such program is for bilingual
teachers who wish to qualify for Illinois teacher certification. Special
education programs require participants to teach in their area of train-

ing (pp. 58-59).

Nearly $8 million was awarded last year in the form of "in-
stitutional waivers" by public universities (pp. 59-60). Each of the

four public university systems has a different policy governing the
award of institutional waivers, and individual campuses within a sys-
tem may implement the system policy differently. Over $700,000 was

spent on tuition waivers for athletes at public universities this year.
As these waivers are funded from State appropriations, it is recommended
that the Board of Higher Education establish a uniform policy.
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Major Federal NRA Programs (Chapter V). The federal government provides
about twice as much aid to students at Illinois colleges and universities
as does the State ($150 million vs. $76 million). Most of the federal
money is in the form of veterans' and Social Security benefits (pp. 63-64).

There are two major federal need-based programs--Basic Educa-
tional Opportunity Grants (BEOG) and Supplemental Educational Opportunity
Grants (SEOG). BEOG, implemented for the first time this year, provides
grants directly to low income students but got off to a slow start,
partly because of funding problems. Financial aid officers are generally
pessimistic about the program (pp. 66-68). BEOG provided an estimated
$8 million to Illinois students in AY 1973-74. Funding of the program has
quadrupled fLr next year, and average awards are expected to increase from
$260 to $670 (p. 69).

SEOG is administered by the institutions rather than given
directly to the students by the federal government. SEOG accounted for
approximately $9.4 million in Illinois in AY 1973-74 and will remain at
that level in AY 1974-75 (pp. 68-69).

Federal and State Student Loan Programs (Chapter VI). Publicly supported
loan programs provided approximately $50 million to students in Illinois
institutions during AY 1972-73. This chapter focuses on two programs- -

federal National Direct Student Loans (NDSL) and the Illinois Guaranteed
Loan Program (IGLP).

NDSL loans are made directly by the institution and are tar-
geted on low income students. About $13.5 million was distributed
through this program in AY 1973-74. Financial aid officers responding
to our survey said they felt funding for the program was inadequate
(pp. 71-72).

Students may borrow up to $2500 during each of the first two
undergraduate years and up to a total of $5000 during the time it takes
to complete their bachelor's degrees. NDSL loans carry 3% simple interest
and are repayable over ten years (p. 73).

NDSL defaults are widely believed to be a serious problem,
but the U. S. Office of Education provides very little specific infor-
mation on which to test this. We estimate the default rat for 1968
(the last year for which data are available) to have been 22% (14% if
only delinquencies longer than 120 days are counted). Factors causing
the high delinqufancy rates include: (1) inadequate federal enforcement
efforts, (2) the long repayment period, and (3) insufficient emphasis
on the repayment obligation when the institution makes the loan (pp. 73-74).

The Illinois Guaranteed Loan Program is targeted primarily on
middle and upper income students. They may borrow up to $1000 for the
freshman year, $1500 for the sophomore year, and $2500 for each year



thereafter up to a maximum of $10,000. IGLP loans are made by private
lenders, such as banks, carry a 7% interest and must usually be repaid
within five years. Loan volume has been about $40 million per year,
with approximately 89% of loans going to undergraduates (pp. 74-75).

Loans made by private lenders under IGLP are "guaranteed" by
the State and federal governments. The federal government covers 80%
and the State 20% of repayment of loans delinquent longer than 120 days.
The federal government also contributes a variable interest add-on to
lenders above the 7% paid by the student. Another federal attempt to aid
state guaranteed loan programs is "Sallie Mae," the Student Loan Market-
ing Association, a quasi-private corporation which acts as a "warehouse"
for student loans. Private lenders who make guaranteed loans may borrow
from Sallie Mae, using their student loans as collateral. Because the
program only began in Fall 1973, its iiipact is still uncertain (p. 77).

Besides guaranteeing loans, ISSC i., responsible for reviewing
loan applications to insure that loans are made according to federal
and State guidelines (p. 77).

It is recommended that ISSC establish better contact with len-
ders to minimize lender misunderstanding about the program and to pro-
mote greater lender participation (p. 78).

ISSC's default prevention program appears to be generally effec-
tive (pp. 78-80).

Borrowing by Public University Students (Chapter VA). In this chapter,
the results of the IEFC student survey are analyzed to gain some insight
into supply and demand factors in the student loan market. In order to
determine how borrowing relates to assistance from nonloan sources,
the full-time undergraduates in our sample were divided into two growls- -
those who had borrowed for the current academic year and those who had
not. There were 416 borrowers and 1640 nonborrowers (p. 82).

Borrowers were found to receive about half as much parental
assistance as nonborrowers, but almost one and a half times more NRA.
Borrowers were working fewer hours during the school year and were earn-
ing less during both the school year and the summer. On the whole,
borrowers appeared to receive only about 90% as much money from nonloan
sources as did nonborrowers. Thus, while in some cases students choose
to borrow instead of working, there are also cases where borrowing occurs
in response to inadequate funds from other sources (pp. 82-84).

Some evidence is presented which shows that those who borrow
receive loans which are greater than they may actually need. This may
be explained by borrowers' greater reliance on uncertain sources such
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as NRA, which may cause them to hedge by negotiating a loan which later
proves to be larger than needed. Consideration should be given to dis-
bursing loans by semester or quarter rather than in a lump sum at the
beginning of the year, so that adjustment can be made as needed. How-
ever, such a procedure appears impractical under the exist. ,g program
(pp. 84-86).

Factors causing different rates of borrowing at different
levels of family income are also discussed. Primarily as a result of
the NDSL program, students from low income families were found to have
greater success than middle and upper income students in obtaining col -
leg.: loans (pp. 86-90).

It is observed that student loan activity declined sharply in
1973, primarily because of more strict federal guidelines. It has been
argued that many students have not sought loans because of the more com-
plicated needs analysis procedures. Another major factor has been len-
ders' unwillingness to participate in IGLP because of the higher adminis-
trative costs brought on by the new procedures and because of consider-
able confusion about the new federal guidelines (pp. 91-93).

Improving Student Loan Programs (Chapter VIII). In this chapter, pos-
sible changes in the IGL Program are examined as are various alterna-
tives to the existing program. A closer review by ISSC of loan requests
is recommended to reduce the problem of overborrowing (p. 95).

In order to promote greater lender participation, a recommenda-
tion is made that ISSC'E budget request for two full-time field represen-
tatives be granted (p. 96). A special allowance to help lenders defray
administrative costs of loans and tie allocation of State deposits by
the Treasurer are also considered as means of promoting greater lender
participation (pp. 96-97).

The possibility of direct State lending is analyzed. Under
such a program, the State would have greater control over the availab-
ility of student loan money as well as greater control over the distribu-
tion of such funds. A recommendation is made that ISSC's proposed feas-
ibility study of a direct State lending program in Illinois be under-
taken, and some issues that study should address are enumerated (pp. 97-
99). If the ISSC study concludes that there is no need for a full scale
direct State lending program, evidence should be provided showing how the
current program will provide adequate funds over the next five to ten
years.

The need to promote student borrowing is considered. If stu-
dents are expected to finance a greater share of their educational costs
over time, then the role of borrowing as a self-help source will increase.
An increased emphasis on providing information about the State program
is seen as one important way of promoting students borrowing (p. 100).
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Possible changes in the terms of student loans are also examined. Length-
ening the repayment period is one such change. Another possibility is
the income contingent loan concept. Because the liability for repayment
under such a program is determined on the basis of a student's actual
future income, it is possible that greater student borrowing may occur
(pp. 100-103).

Some of the potential problems of an income contingent loan
program are considered, including adverse selectivity, federal nonpartici-
pation, and administrative complexity (pp. 103-104). So is student re-
ceptivity to the concept. Overall, 45% of the undergraduates in the IEFC
survey responded positively to the concept and indicated they might parti-
cipate in such a program (pp. 104-106).

The report recommends that no immediate action be taken by the
State to develop an income contingent loan progra'n. For the time being,
the most serious problem whi '-h the State should address is insuring that
an adequate supply of loan money is available (p. 106).

Earnings from Employment (Chapter IX). This is the largest single source
of funds, according to the IEFC survey of public university students.
Summer employment accounted for 31% of full-time undergraduate students'
total resources, and school-year jobs ac...,unted for 20%. Despite the im-
portance of this source, however, little attention has been focused on
it in state or national studies (p. 107).

About 48% of the full-time undergraduates in our survey had
school-year jobs, with an "unemployment rate" (those who unsuccessfully
sought jobs) of about 23% (p. 108). The average employed student works
about 18 hours per week during the school year, and 52% of the students
with jobs said their studies had suffered as a result of working (pp. 108-

109).

Low and middle income students were found to be less successful
in finding jobs than those in higher income groups. They made up for
their unemployment by obtaining more money from parents and borrowing
(pp. 109-110). School-year employment is lowest among freshmen--29% em-
ployed--and jumps sharply among upper classmen--53% of sophomores and

juniors have jobs. Seniors are most likely to have school-year jobs, with
61% reporting employment (pp. 111-112).

The two principal public sources of school-year employment are
the federally supported College Work-Study Program and institutional funds.
However, the off-campus private sector accounts for an estimated 60-70%
of school-year jobs at the public universities. It was found that schools
located outside of major cities had consistently higher student "unemploy-
ment rates" than those in cities, presumably because of an inadequate
supply of off-campus jobs (pp. 113-114).

Under the federal College Work-Study Program, administered by
the institutions, the federal government will pay 80% of the school-

year earnings of a student with demonstrated financial need. About
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28,000 Illinois students will receive assistance amounting to $13 mil-
lion through this program in AY 1973-74 (p. 115). The President's
FY 1975 budget request for Work Study is $250 million. This is a reduc-
tion of $20 million from the FY 1974 level, largely because the Adminis-
tration wishes to replace most federal student aid programs with BEOG
(p. 116).

About 85% of the students responding to our survey had summer
jobs, with a summer "unemployment rate" of 9%. Male students were more
likely than females to seek and to find summer work, and high income
students were more likely than low income students to seek and find jobs
(pp. 116-117).

Twenty-two Illinois colleges and universities have expanded
their off-campus placement services into cooperative education programs,
under which the student alternates between terms of full-time work and
full-time study. Under some programs this may mean that five years are
needed to complete a bachelor's degree. Under a "co-op ed" program, an
attempt is made to place the student in a job related to his field of
study. The student often receives academic credit for his work term (p. 118).

The federal government provides some aid to schools to set up
co-op ed programs. Thirteen Illinois schools are presently receiving
such aid. We contacted several of these, and they reported general
satisfaction with the programs and good cooperation from private employ-
ers (p. 119).

Almost 60% of all undergraduates responding to the IEFC survey
indicated they might participate in a co-op ed program if one were
available at their school. Among income groups, those in the $10,000-
15,000 range expressed greatest interest. Two-thirds of students work-
ing more than 30 hours a week said they might participate, as did 650
of those who said their studies suffered because of their jobs (pp. 119-120).

It is recommended that IBHE make a comprehensive study of pos-
sible expansion of student off-campus employment, with special attention
to a co-op cd alternative. Because of the importance of employment as
a funding source for all students, it is also recommended that IBM
establish an ongoing capability to monitor the student employment market
(pp. 120-121).

Tuition Policy aild Financial Aid (Chapter X). The effectiveness and
efficiency of financial aid programs depend heavily on tuition policy.
Programs which now seem adequate could become ineffective if tuitions
increased significantly. Because private universities do not receive
large amounts of tax support, their tuition charges are significantly
higher than those at public institutions. This creates a "dual pricing"
situation, which places private schools at a disadvantage in attracting
and retaining students (p. 122).
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Many public educators believe that low tuitions should be
maintained at public colleges in order to permit access to low and mid-
dle income students who depend on higher education for economic and
social advancement. Some also feel that increasing tuition at public
universities would jeopardize those schools by undercutting their enroll-
meats. These educators feel that students and their parents might be
unwilling to pay higher costs, even if they were able to do so. However,
maintaining low public tuitions jeopardizes the viability of private in-
stitutions (pp: 122-123).

A number of experts have recommended increasing public tuitions
to cover one-third of per-student instructional costs. For the present
year, that would mean an increase from an average of $554 to an average
of $775. In 1970, the Chandler Commission pointed out that tax support
of Illinois public universities meant, in effect, that a subsidy of
$1260 was being provided to every public university student, regardless
of need, and that many students could be asked to bear a larger share
of the costs of their education. Any increase in tuitions would have
to be partially offset by increases in student financial aid (pp. 124-125).

One question on the IEFC student survey was intended to dis-

cover how students would respond to a substantial tuition inc.:ease.
From these responses, students were divided into four groups, based
on the likelihood that they would drop out of higher educatii i rather
than seek additional funds. Those who were least likely to rop out
(53% of the sample) were found to include a relatively high )ercentage
of high income students, students with fairly high grade av;rages, and
students with clear career goals (pp. 125-1/6).

The second group (30% of the sample) were unlikely to drop out
altogether but said they might drop out temporarily in order to earn enough
money to return to school. While evidencing greater uncertainty about
the likelihood of interrupting their educations if public university tui-
tions increased by $500, a relatively high percentage of students in
Group 2 indicated a willingness to take on a greater self-help commitment
through work and loan programs to cover the additional costs (pp. 126-127).

The third group (11% of the sample) were likely to drop out
altogether but were also likely to drop out, earn more money and return.
While these students were less likely to seek additional part-time employ-
ment (nearly 60% indicated they were already working during the school
year), they expressed considerable interest in the cooperative education
idea. Similarly, while only 19% indicated they were likely to seek a
bank loan, 55 °o expressed interest in the income-contingent loan concept.
They included a relatively high percentage of part-time students, married
students, and students over 26 years old (pp. 127-128).
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The fourth group (6% of the sample) were more likely to drop
out altogether and were not interested in the "earn and return" option.
At the same time, however, 55% responded positively to the cooperative
education concept and 47% of the students expressed interest in the income-
contingent loan concept. Students in Group 4 tended to have fairly high
grade averages but were less likely to have specific career goals
pp.. 128-129).

It appears from this analysis that in the event of a sizeable
tuition increase, demand for student work and loan programs would increase.
For the 83% of students comprising Groups 1 and 2, an increased demand
for employment and loan assistance would occur within the context of
existing programs. For the students in Groups 3 and 4 (the two most mar-
ginal groups in terms of the likelihood of continuing with their educa-
tions), willingness to assume a larger self-help commitment would appear to
require more innovative approaches to work and loan assistance (pp. 129-130).

The implications for nonrepayable assistance under a high tuition
policy at public universities are also disucssed. In particular, addi-
tional NRA may be required to avoid serious differences in expected self-
help commitments expected by students from different economic backgrounds
(pp. 130-131).

Some states have established tuition charges differentiated
by grade level to reflect actual instructional costs. That is, tuition
for juniors and seniors is higher than for freshmen and sophomores, and
graduate tuition is higher still. Differential tuition not only causes
students to bear a fairer share of actual instructional costs but also
provides initial access to higher education at relatively low cost to
the student. Students responding to our survey split about evenly on
whether they thought such a tuition structure would be desirable (p. 131).

Even with a continued policy of relatively low tuitions at
public universities, there is still the need for action by the State
regarding direct student financial assistance. The chapter concludes
with a brief reiteration of the major points made in the report.

Appendices follow the text. Among them are a glossary of
abbreviations used in the report, a description of the methodology of
the survey of public university students, survey questionnaires and more
extensive data from survey responses and documentary sources.
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I. PURPOSE AND SCOPE

This program review by the staff of the Illinois Economic and
Fiscal Commission seeks to evaluate the impact and effectiveness of stu-
dent financial aid programs in Illinois higher education. The report
examines four types of programs which serve to reduce financial barriers:
(1) nonrepayable assistance; (2) loan assistance; (3) work assistance;
and (4) indirect assistance through tuition policy.

The focus of the study is on undergraduate students enrolled
in Illinois colleges and universities. Where possible, comparisons are
made across types of institutions (two and four year, public and nonprofit
colleges and universities) regarding differences in costs to students and
vailability of different types of assistance. However, in examining the
specific impact of financial assistance on various groups of undergraduate
students, the analysis is restricted to students currently enrolled in
the public university system. Hence, conclusions drawn about how public
university students are financing their educations and, correspondingly,
the role of various financial assistance programs may not in all cases
apply generally to students enrolled in other systems.

Information sources. Much of the previous analysis done in the area of
student financial aid has been couched in an aggregative framework, exam-
ining differences in overall program size among types of institutions.
However, the IEFC staff was able to generate a particularly detailed
data base through various survey instruments, notably a student question-
naire distributed to 7811 public university students. Thus we were able
to examine more specific program impacts--how particular types of stu-
dents (identified by key characteristics such as parents' income and
grade level) were being served by existing aid programs.

In addition to the survey of students, we conducted a mail sur-
vey of all campus financial aid officers, and of all budgeting and plan-
ning offices. The responses to these surveys provided valuable and pre-
viously unavailable information. Besides our own surveys, the IEFC staff
drew from work already done in this field by groups within the state,
such as the Illinois State Scholarship Commission, the Board of Higher
Education and the Bureau of the Budget. Important reference material
was also obtained from a number of national studies, especially the Car-
negie Commission on Higher Education. Federal agencies and agencies in
other states provided information about particular programs or variations
which have been implemented elsewhere.

Discussions with experts both within and outside Illinois were
held, and a number of college financial aid offices were visited. The
IEFC staff greatly appreciates the cooperation we received from virtually
everyone we contacted.



For the IEFC and its staff, this program review has been a wel-
come opportunity to serve both the legislature and the people of the
state. Our statute speaks of the need "to establish program priorities and
to coordinate available resources to the end that the maximum benefits be

produced efficiently and economically." Therefore, our analyses of State-

supported programs not only contain information about whether such pro-
gtams are making economical and efficient use of available resources; they

also focus on how effective programs are in serving the people for whom
they are intended and whether they are achieving the objectives the Gen-
eral Assembly had in mind in creating them. We hope that these special

studies will prove helpful to administrators and interested citizens as
well as legislative decision-makers.

Criteria for evaluation. To a large extent, our examination of student
financial aid programs centers around four principal types of objectives.

These are:

1. The equitx with which funds from need-based programs
are distributed. This is measured relative to the

student's economic background.

2. The adequacy of funds available from a given program.

3. The efficiency with which a program is administeree.

4. The stability of a program's funding over time.

While the analysis of each program and type of aid will address all four

objectives, the discussion in each chapter will tend to emphasize a par-

ticular objective. This may be due to an overriding concern about a
single objective in the case of a certain program or because a particular

objective appears to be poorly served. Hence, in Chapter III on nonre-

payable assistance, much of the discussion is directed to the question

of equity, while Chapter VII centers on the stability of loan financing as
a source of student financial aid.

There is, of course, the more general objective of financial

aid as a means of promoting access to higher education. This goal can

be considered along several dimensions. Financial aid may be used to

promote enrollment generally or to encourage selective patterns of en-

rollment among socioeconomic groups or in high-priority disciplines.

A system of financial aid can also be evaluated on the basis

of its role in moderating fluctuations in participation rates. Changes

in the cost to students of postsecondary education can cause extreme
fluctuations, which would hamper the efficiency and effectiveness of

higher education systems over time. A sensitive financial aid system

should help to prevent this.
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The validity of these objectives and the role of the public
sector in achieving them pervades the literature on financial aid, and
no effort to reconstruct the arguments will be made in this report.
The importance of active participation in higher education by the citi-
zens of Illinois and the role of the State in this regard is clearly
enunciated in the Higher Education Student Assistance Law:

Sec. 30-15.1. Purpose. The General Assembly has found
and hereby declares that the provision of a higher edu-
cation for all residents of this State who desire such
an education and are properly qualified therefor is
important to the welfare and security of this State and
Nation, and consequently is an important public purpose;
many qualified students are deterred by financial con-
siderations from completing their education, with a con-
sequent irreparable loss to the State and Nation of
talents vital to welfare and security. The number of
qualified persons who desire higher education is increas-
ing rapidly, and the physical facilities, faculties, and
staffs of the institutions of higher learning operated
by the State will have to be expanded greatly to accom-
modate such persons, with an attendant sharp increase in
the cost of educating such persons. A system of finan-
cial assistance of scholarships, grants, and guaranteed
loans for qualified residents of college age will enable
them to attend qualified institutions of their choice
in the State, public or private. (1967)

Organization of the report. Chapter II provides a perspective on finan-
cial aid as a means of reducing financial barriers. It briefly describes
existing financial barriers and discusses the ways in which students are
presently overcoming these barriers, drawing from the student survey res-
ponses.

Chapters III-IX focus on individual aid programs (first non-
repayable assistance, then loans and work), analyzing each according to
the evaluation criteria described above. Chapter X contains an examina-
tion of the opposing views on tuition policy and an analysis of the
implications of tuition policy for financial aid programs.
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II. FINANCIAL BARRIERS AND THE ROLE OF FINANCIAL AID.

Among the many kinds of barriers which confront a person wish-
ing to obtain a postsecondary education, financial barriers are perhaps
the most pervasive and are the subject of this chapter. The chapter is
organized into three main parts: (1) a discussion of the nature of
financial barriers, (2) an overview of how students are currently meeting
their college costs, and (3) an examination of the role of financial aid
officers in assisting students to overcome financial barriers.

Financial Barriers

This section discusses the financial barriers that exist for a
person who is eligible for college and desires to attend. The principal
financial burdens one incurs while attending college are: (1.) tuition
and fees, (2) living expenses, and (3) foregone earnings. Any one of
the three may be the major barrier for a particular student. Each im-
pacts differently on different groups of potential students.

Tuition and fees. Education is a labor intensive industry, and increases in
productivity are difficult to achieve. Accordingly, the effects of in-
flation in recent years have been particularly felt by institutions of
higher education. Because the growth in nontuition sources of revenue
has not kept pace with instructional costs, colleges and universities
have had to resort to tuition increases.

At the public senior institutions in Illinois the average tui-
tion lnd mandatory fees have increased from $185 in the academic year
1964-65 to $562 in AY 1973-74--an increase of $377 over nine years. At
the private seniors the average increase for the same period was from
$947 to $1908--a jump of $961.

While tuitions have been increasing sharply over the past ten
years, this has not been the only approach taken by institutions to meet
rising financial pressures. The IEFC staff conducted a survey of budget
and planning officials at all Illinois colleges and universities to col-
lect information on how institutions were responding to rising costs.
As shown in Table II-1, many means of cutting costs have been extensively
used by all sectors, but increasing tuition has been resorted to more
frequently than any other measure.

Privates have had to rely relatively more on tuition increases
than the publics which depend to a much greater extent on State tax re-
venues to fund their operations. The widening tuition differential be-
tween the two sectors has had a direct impact on enrollment patterns.

While enrollment in public institutions (mostly in community colleges) has
increased 12.59% since AY 1968-69, enrollment in the privates has shown
an overall decrease of 0.45% during the same period. The academic year
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1973-74 is the fourth successive year of declining enrollments in Illi-
nois private institutions.

Table II-1. Measures taken to reduce the gap between costs and revenues by
type of institution (percent of respondents taking such action).

Type of
Institution

Increased Increased student- Delayed mainten- "Across-the-
tuition faculty ratio ance expenditures board" cuts

Public Senior 90% 73% 82% 50%
Private Senior 100 61 71 39

Public Junior 71 85 42 38

Private Junior 83 33 66 17

All Institutions 87 66 60 40

Source: IEFC survey of budget and planning officials.

The public/private tuition differential leads to even greater
financial pressure in the private sector because as tuitions increase to
meet rising costs, more students choose to go to the less expensive pub-
lic institutions. The fixed costs of the private institutions then must
be spread over fewer students, resulting in a new need to increase tui-
tions again. This phenomenon is nationwide and has aroused considerable
concern among both private institutions and public policymakers.

The National Commission on the Financing of Postsecondary Edu-
cation, established by Congress in 1972, released a major report in Jan-
uary 1974 recommending that tuitions in the public sector increase and
that increased grants be made available to assure access to needy stu-
dents.

The Carnegie Commission has recommended increased public sub-
sidies to private institutions as well as increased tuitions in the pub-
lic sector as a means of narrowing tuition differ,Inces between the sec-
tors. They argue that society benefits as much from a private college
graduate as from a public college graduate and that diversity in higher
education should be preserved. They advocate that subsidies should be
made to the private institutions in ways which preserve their autonomy,
encourage participation among low income students, and increase students'
options to choose between the private and public sectors.
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To some degree this is now being done in Illinois through the
Illinois State Scholarship Commission (ISSC) and the Illinois Financial
Assistance Act for Nonpublic Institutions of Higher Learning (P.A. 77-
723, July 13, 1971). Through the ISSC, students with financial need who
choose to attend kprivate institution in Illinois may receive up to
$13001 toward their tuition costs. P.A. 77-273 provides that private
colleges and universities receive $100 for each lower division student
who is an ISSC Monetary Award recipient (must be Illinois resident with
financial need) and $200 for each upper division student who is an
Illinois resident. Since the passage of this Act, private institutions
in Illinois have received approximately $6 million from the State each
year.

In Illinois, the tuition and mandatory fees for a full-time
student during AY 1973-74 range from as low as $15 at the State Community
College at East St. Louis to more than $3,000 at Northwestern University,
Knox College, and Lake Forest College. For the noncommuting student,
tuition may comprise as little as 12% of his total college expenses at
a public community college but as much as 50% at a private senior in-
stitution (see Table 11-2).

Table 11-2. Average annual resident student costs by type of institu-
tion.'

Average Annual
Tuition & Man-

Average Annual
College Cost

Tuition & Fees
as a % of

Type of Institution datory Fees Budgets2 College Costs

Public Community Colleges $ 258 $2162 12%

Public Universities 562 2448 23
Private Junior Colleges 1341 3324 40

Private Senior Colleges &
Universities 1915 3853 50

1. These institutional averages (not weighted by enrollment) were derived
from the ISSC listing of Illinois College Costs for AY 1973-74.

2. The college cost budget is the sum of tuition, mandatory fees, and
living expenses (see discussion below).

1For AY 1974-75, the Illinois Board of Higher Education (IBHE) has
recommended an increase to $1350, and the Illinois State Scholarship
Commission has recommended $1450. Governor Walker's FY 1975 budget
recommendation included the $1350 maximum proposed by IBHE.
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Living expenses. Noninstructional costs of higher education are generally
referred to as subsistence or living expenses. Mese, when added to
tuition and mandatory fees, comprise what the ISSC calls the "college
cost budget." ISSC estimates living expenses for a resident student by
adding $700 (for books, transportation, and other personal expenses) to
the residence hall (room and board) charges at the campus he plans to
attend. If the student's campus has no residence halls, an allowance
of $1200 for off-campus room and board is made. According to these
figure ?, living expenses for students in all sectors average just under
$2,000 per year.

Foregone earnings. All students who are employable bear "opportunity
costs" in the form ef foregone earnings. The impact of these costs is
likely to be greatest on those students who have been in the labor force
and, in particular, those from low income and farm families which may be
partially dependent on them for support. The student from a low income
family must consider not only the out-of-pocket costs of attendance, but
also the burden he may impose on his family as a result of foregone earn-
ings he might have contributed if he were not in college.

Analysis of the opportunity costs of a higher education hinges
on a comparison of (1) the potential student's current earning power,
adjusted for foregone pay increases each year while in college and (2)
his earning power after obtaining a college degree. Using the average
earnings of 18-24 year-olds with no college, the Carnegie Commissioni
estimated the average foregone income for college students during the
forty weeks of AY 1970-71 to be $2,676 (after deducting living expenses,
which would have to be paid whether in school or not).

Of course, foregoing income while in college usually results
in significantly greater earning capacity in later life. According to
the U. S. Census Bureau, the mean annual income of male college graduates
in 1972 was $16,200, while for high school graduates the figure was only
$10,430. Based on these figures, the average lifetime income of male
college graduates was estimated at $758,000, compared with $479,000 for
males with no college.2 Thus, by foregoing approximately $10,000-12,000
over the four years of college, an increase in lifetime earnings of at
least $250,000 could reasonably be expected.

How Students Meet College Costs

Financial responsibility for college education has traditionally
rested with the student and his parents. If the family could not afford
it, the potential student in most cases would be unable to attend. With pas-
sage of the Land Grant College Act in 1862, federal policymakers made a major

1Higher Education: Who Pays? Who Benefits? Who Should Pay? (1973)

`The Chronicle of Higher Education, April 8, 1974.
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commitment to the importance of a college-educated populace to the nation's
well-being. The creation of new education facilities and subsidized
tuitions at state colleges and universities meant that many more students
were able to attend college.

The next major policy change regarding financial access to
higher education came after World War II with the passage of the G. I.
Bill. Hundreds of thousands of veterans (unlikely to receive financial
assistance from their parents), were paid to go back to school, partly
to compensate them for their military service and partly to soften their
absorption into the labor force.

In 1958 the launching of Sputnik and the onset of the space
race resulted in the passage of the National Defense Education Act (NDEA).
Title IV of this Act provided for millions of dollars to be spent in the
training of scientists and college teachers and the development of re-
search capabilities. While NDEA was geared primarily toward graduate
student fellowships and traineeships (nonrepayable assistance, now being
phased out), it also provided for the National Defense Student Loans
(NDSL, renamed National "Direct" Student Loans in 1972).

The Higher Education Act of 1965 established the Educational
Opportunity Grant (EGG) for low income students. This was the first major
federal financial aid program which made awards to students (through the
institutions they attended) on the basis of financial need. This pro-
gram was modified by the Higher Education Amendments of 1972, which im-
plemented the new Basic Educational Opportunity Grants and renamed EOG's
"Supplemental Educational Opportunity Grants" (see Chapter V).

The Higher Education Amendments of 1972 reflected the Congres-
sional attitude that a postsecondary education was the right of every
American, regardless of his family circumstances. They implemented a
major shift in federal policy on the financing of higher education. The
Basic Educational Opportunity Grant (BEOG) program gives students substan-
tially more choice in their decision of which institution to attend by
issuing grants on the basis of financial need directly to students rather
than indirectly through the institutions. Not only can recipients choose
more freely among traditional higher education institutions, but they
are also able to use their BEOG's at private vocational (proprietary)
schools.

Thus, while parents and students have historically borne pri-
mary responsibility for college expenses, government has taken on an in-
creasing share of financial responsibility for college costs, first by
providing low-tuition public institutions and then through a variety of
financial aid programs. Public nonrepayable assistance (NRA) programs
have been developed to increase access for students otherwise unable to
afford college, to provide job training consistent with the nation's
manpower needs and to provide "fringe benefits" for certain categories
of public service personnel.
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In addition to NRA, subsidized work and loan programs have been
developed which make it easier for the student to meet his share of col-

lege costs. The federal College Work-Study Program (see Chapter TX) pro-
vides incentives to nonprofit employers to hire low income students by

paying 80% of their salaries. Federal and state loan programs have also

increased financial access by enabling students to borrow against their
future earnings at low interest rates (see Chapters VI, VII, VIII).

Table 11-3 provides an overview of the distribution of finan-
cial aid by type :f institution. These figures are drawn from a Board

of Higher Education survey of Illinois colleges and universities repre-
senting 93% of the state's student enrollment. Financial resources
negotiated directly by students, such as outside employment and veterans'
and Social Security benefits, are not included in these figures. The

latter two sources together account for an estimated additional $113

million per year. Therefore, while the figures in Table 11-3 underesti-
mate the total amount of aid received by students, they do show the

distribution of aid for which financial aid officers are responsible,
by type of institution.

Table 11-3. Distribution of reported undergraduate student financial aid by

type of institution, AY 1972-73.

Undergraduate
FTE, Fall '72

Percent of
State FTE

Total Percent of Dollars

Undergraduate Financial per
Financial Aid' Aid Dollars Student

Public community
colleges 106,576 34% $ 19.8 million 8% $ 186

Public universities 130,302 42 117.0 million 49 898

Total Public 236,878 'MN $136.8 million 58%2 $ 578

Private Sector3 73,699 24 100.1", million 42 1365

Grand Total 310,577 100% $237.3 million 100% $ 764

1. Scholarships, waivers, work, and loans monitored by institutions from
federal, State, institutional, and other sources(excluding indirect
tuition subsidies at public institutions).

2. Numbers do not total due to rounding.

3. Excluding proprietary (for-profit) schools.

Sources: G. J. Froehlich, Enrollment in Institutions of Higher Learning in

Illinois, 1973.

IBHE "Status Report of Student Financial Aid in Illinois," 1973.
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Impact of student financial support. Substantial differences exist in
the means by which students gain financial access to higher education.
Detailed analysis on a variety of dimensions is presented in subsequent
chapters. This section provides an overview of the relative importance
of the five major sources of income (parental assistance, summer earn-
ings, earnings during the school year, nonrepayable assistance, and
loans).

To determine how public university students in Illinois are
meeting college costs, the IEFC staff conducted a mail survey of a random
sample of approximately 5% of the total headcount enrollment at the
twelve public universities (excluding the University of Illinois Medical
School). While analysis generally focused on the 2200 responses received
from undergraduate Illinois resident students who were enrolled full-
time, the data presented in this chapter includes part-time students
as well. A copy of the survey instrument and details of the sampling
technique are provided in Appendices II-1 and 11-2.

Figure II-1. Average percent contribution from each source to under-
graduate students' college costs.

Parental
assistance

State and

federal NRA

Loans

SOURCE: IEFC survey of public university students.

Summer
earnings

School year
earnings



These results are based on Question 8 of the survey which asked
students to indicate the amount of financial assistance they received
or expected to receive this year from each of the five major sources.
The data presented here demonstrate the relative importance (percent
contribution) of each source in meeting the "average" student budget.
Averaging all undergraduate responses (see Figure II-1), summer earn-
ings contributed 31%, parents' contribution to college expenses was
23% of the total, earnings during the school year also contributed 23%,
nonrepayable assistance contributed 16%, and loans amounted to 7%.

Comparisons of total student budgets by Zarental income level. Table
11-4 shows how the size of student budgets and the means by which they
are financed vary with parental income. While the survey format did not
permit direct measurement of actual dollar amounts contributed by each of
the five major sources, it was possible to make relative comparisons of
budgets across income levels. The last column in Table 11-4 uses an
index to show how total budget size varies by parental income. For pur-
poses of comparison, the average budget of students whose parents' in-
come is $10,000-14,999 is used as the reference budget. That is, the
budget for each income level is shown as a percent of the budget of the
average student from the $10,000-14,999 group. (For further explanation
of the index, see Appendix 11-3.)

As can be seen, the average college cost budget tends to vary
with parental income. If it is assumed that the budget for the $10,000-
14,999 group equals $2400,1 then using the method described in Appendix
11-3, the range in the budget size implied in Table 11-4 is from $2376
for the lowest income group to $2472 for the highest income group.

Table 11-4. Percent contribution of each source by parental income.

School Index of
Parents' Parental Year Summer Budget

Annual Income N Assistance Earnings Earnings NRA Loans Size

Under $5000 235 8% 29% 27% 25% 10% 99

$5000-9999 429 13 24 30 24 10 101

$10,000-14,999 783 24 22 33 16 6 100

$15,000-20,000 504 31 22 31 11 6 102

Over $20,000 315 36 19 33 9 3 103

Average 2266 23% 23% 31% 16% 7%

Source: IEFC survey of public university students.

1
The average annual college cost budget of a resident public university
student which appears in Table 11-2 has been rounded down slightly be-
cause nearly 25% of survey respondents were living with parents and a
commuting student budget is estimated to be about $350 less than a
resident student.
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For students from families with incomes of less than $5,000 (10% of res-
pondents), parents contribute on the average about 80 of the students'
costs, while for students from families earning more than $20,000, par-
ents pay 36% of the students' expenses (see Figure 11-2).

Figure 11-2. Percent contribution from parents to undergraduate
students' college costs by parents' income level.
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Source: IEFC survey of public university students.

According to students surveyed, parents in the $10,000-15,000 income
group (which comprised more than one-third of our respondents) contri-
bute approximately one-quarter of the students' budget.

Nonrepayable assistance varies inversely with income as shown
in Figure 11-3. NRA amounts to one-quarter of educational costs for
students from low income families and about 10% for students from fami-
lies with incomes over $15,000.

The shaded area in Figure 11-4 shows for each income group
the sum of contributions from parents and NRA (total gift assistance)
as a percent of college budgets. Even with the greater relative impor-
tance of NRA among low income students, it can be seen that these stu-
dents are still receiving relatively less gift assistance than students
from higher income groups. Gift assistance accounts for approximately
33% of student budgets in the lowest income group versus 45% for students
in the highest income group.
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Figure 11-3. NRA as a percent of undergraduates'
by parents' income level.
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Figure 11-4. Student self-help as a percent of college costs by
parents' income level.
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Accordingly, contributions from self-help (the difference
between the student's college costs and gift assistance) are signifi-
cantly higher among students in the lowest income group. Earnings from
employment and loan financing account for approximately 67% of the col-
lege cost budgets for students in the lowest income group versus 55%
for students in the highest income group.'

Considerable variation exists in the means by which students
of different parental income levels finance their self-help. Figure
11-5 shows how the composition of student self-help varies among the
three sources (earnings during the summer, earnings during the school
year, and loans) by parental income level.

Figure 11-5. How composition of student self-help varies by income level.
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lit should be noted that these differences among income groups in the
relative importance of gift assistance and self-help are to some extent
affected by differences in student characteristics in the various income
groups. For example, a significantly higher percent of students in
the lowest income group are part-time students, which makes a higher
percent of them ineligible for certain types of NRA. In addition, a
higher percent are older students which would make them more financially
independent of parents. In Chapter III the budgets of full-time under-
graduates only will be examined. As will be seen, the differences in
the roles of gift assistance and self-help across income groups will
diminish considerably.
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Reliance on summer earnings generally increases with parental
income level, while contributions from school year employment decrease.1

In addition to increased reliance on school year earnings, low income
students also rely more heavily on loans than do middle and upper in-
come students.

Table II-5. Percent of contribution from each source by grade level.

Parental

School
Year Summer

Students' Grade Level N Assistance Earnings Earnings NRA Loans

Freshmen 483 34% 13% 30% 17% 5%

Sophomores 475 27 19 30 17 8

Juniors 757 18 27 33 16 6

Seniors 730 18 28 31 16 7

Average 2445 23% 23% 31% 16% 7%

Source: IEFC survey of public university students.

Differences by grade level. Table 11-5 shows that important differences

in funding patterns occur across grade level. Freshmen typically depend

on their parents for 34% of their support, while for upper division stu-

dents this diminishes to 18% (see Figure 11-6).

Figure 11-6. Parents' contribution to total college costs by grade level.
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Source: iEFC survey of public university students.

1
See Chapter IX for information on student unemployment rates by parental

income level.
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Earnings during the summer, NRA, and loans show only minor
differences across grade level. The loss of parental support appears
to be made up largely through earnings during the school year (Figure
11-7).

Figure 11-7. Reliance on earnings during school year varied by grade
level.
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Source: IEFC survey of public university students.

Only 13% of a freshman college cost budget typically comes from work
during school, while about 28% of an upper division student's budget
comes from this source.

Summary. Averaging over all undergraduates (full-time and part-time),
parents contribute about one-quarter of students' college cost budgets.
This contribution increases with income and decreases with grade level
(Figures 11-2 and 11-6). School year earnings also account for about
a quarter of students' college cost budgets and vary inversely with
parental assistance, therefore decreasing as parental income increases
and increasing with grade level (Figures II-S and 11-7).

NRA does not change significantly across grade levels, but
it does vary directly with parental income level. As will be seen in
Chapter III, when only full-time students are considered, NRA impacts
even more effectively on low income students to offset a lack of
parental support.
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Campus Financial Aid Officers

The purpose of a campus financial aid office is to assist
students in obtaining financial aid to meet college costs. Sources

of assistance must be monitored and in cases where the institutions es-
sentially compete for funds (particularly federal funds such as NDSL,
SEOG, and CWSP), considerable effort must be made to insure that maxi-
mum amounts are available to their students. Beyond this, the finan-
cial aid officer is responsible for insuring that students are informed
about available aid and that the type of assistance provided is appro-
priate both in terms of the student's needs and the guidelines at-
tached to the various programs.

The first step for students in obtaining aid of any kind is
to gather information about available opportunities. Financial aid
officers are expected to provide accurate and up-to-date information
on a wide variety of federal, State, institutional, and private pro-
grams and to assist students with application forms and procedures.

The IEFC survey of students asked them whether their university
financial aid office had been a useful source of information. Over
half said it had, with responses varying significantly by parental in-
come level. Nearly two-thirds of students from families earning less
than $10,000 said the financial aid office had been helpful, while only
about 43% of students from families over $15,000 agreed. Students from

the $10,000-15,000 range were evenly divided.1 These figures appear to
roughly correspond with the likelihood that students in those income
ranges are receiving financial aid.

When campus financial aid officers were asked their opinions
about the effectiveness of various financial aid information sources,
64% said they did not think "students and potential students with finan-
cial need are getting the information they need to make college decisions."
All but one of the 114 respondents thought campus financial aid offices
were effective in providing aid information to students, however. (See

Appendix 11-4 for a copy of the IEFC survey of Illinois financial aid
officers).

The ISSC Office of Informational Services was also rated as
an effective source of financial aid information by aid officers. After

two top-rated sources, differences appear by type of institution. Among

community college aid officers, 61% said high school counselors were ef-
fective sources of aid information, whereas at the public universities,
only 25% agreed. The federal government, family, and friends were generally
not regarded as good sources of information by aid officers (see Table 11-6).

1
Students do, of course, obtain information about financial aid from
sources other than campus financial aid offices. The IEFC survey of
students asked them to express agreement or disagreement with the state-
ment, "My high school guidance counselor was a useful source of finan-
cial aid information." Seventeen percent of the respondents had no
opinion on this question. Of those expressing an opinion, 69% disagreed
with the statement. No systematic differences were found among geo-
graphic or income groups.
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Table 11-6. Financial aid officers' attitudes toward the effectiveness of
various information sources.

SOurce is

Effective)
Percent Who

Agreed or Strongly Agreed"
SA A D SD PU PCC PrSr PrJr HSN Avg

High school counselors 8% 39% 40% 12% 25% 61% 46% 50% 38% 47%
College financial aid
officers 37 62 1 0 100 100 97 100 100 99

ISSC Office of Infor-
mational Services 28 61 10 1 92 90 84 100 94 89

Federal government 5 28 51 17 17 33 26 67 47 33
Family 4 friends 4 26 47 24 25 50 8 50 27 30

1. SA - strongly agreed
A - agreed
D - disagreed

SD - strongly disagreed

2. PU - Public Universities
PCC - Public Community Colleges

PrSr - Private Senior Colleges
PrJr - Private Junior Colleges
HSN - Hospital Schools of Nursing

Source: IEFC survey of campus financial aid officers.

Applications. The amounts and kinds of financial assistance students
need vary immensely. Some students need only a part-time job of 10 to
20 hours per week to meet their costs, while others need a full finan-
cial aid package comprised of NRA, work, and a loan.

Obtaining the necessary financial assistance for a "maximum
need" student is a time-consuming process, particularly for the student.
Most campuses have their own financial aid application which students
must fill out regardless of the type of aid they are seeking. In addi-
tion, public institutions generally require the American College Testing
(ACT) need analysis form, while private institutions typically require
the College Scholarship Service (CSS) need analysis form. After complet-
ing the family financial statements, the student must wait for several
weeks while the forms are computer processed at the national ACT and
CSS centers. At this point in the process, the student will know how
much aid he is eligible to receive from institution-based sources.

Nowever, before the institution actually offers any of its own
funds, the "low income" student will likely be required to apply for a

federal Basic Educational Opportunity Grant (for AY 1974-75 only full-
time freshmen and sophomores will be eligible). Most institutions also
require eligible financial aid applicants to apply to ISSC for a mone-
tary award. If the student also applies for an Illinois Guaranteed Loan,
he must use additional lengthy forms and complete a complicated applica-
tion approval procedure involving at least one trip to a bank or other
lending institution.
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Each of these requires a separate application and a different
need analysis form. If the student hasn't given up the whole idea of
college yet, he can begin applying for part-time jobs. This will gen-
erally require a new series of applications and appointments.

Considerable criticism of student aid programs has focused
on the maze of forms and procedures required, with financial aid of-
ficers themselves among the most vocal critics. Streamlining of the
application process, which itself presents a type of barrier to college
attendance, is long overdue.

While there is general frustration with financial aid applica-
tion forms and procedures, 59% of the students responding to our survey
who had applied for State nonrepayable assistance thought the ISSC Mone-
tary Award application was relatively easy to complete. Two-thirds said
the procedure for filing an application was clearly explained. Thus one
logical step in improving the application process would be to require

at least all public colleges and universities to use ISSC application
information, thereby avoiding the use of additional need analysis forms.

This would probably mean that ISSC's computer program for
analyzing financial need would have to be modified to handle students
who are ineligible for ISSC awards (such as non-Illinois residents
and graduate students). Once such a program is set up, it should not
involve additional State expense. Students already pay several dollars
for ACT and CSS need analyses, and similar fees could be applied to
offset ISSC's additional expenses.1

Balanced packaging. As already noted, a combination of aid programs
which may include grants, work, and loans may be required to meet the
college cost budget of the moderate-to-high need student. There is
unanimous agreement among financial aid officers that the appropriate
package for each student is determined by his particular circumstances.
While there is also agreement that aid packages must be balanced in some
way to prevent unmanageable commitments to work or loans, there is no
fixed formula for balancing a package nor agreement as to what the rela-
tive emphasis among types of aid should be. Some systematic differences
exist in attitudes toward the optimum mix of aid between the private and
public sectors (see Table 11-7).

Aid officers also differ in the importance they attach to a
student's grzide level in financial aid packaging. For example, while
nearly three-fourths of all aid officers agree that NRA is more impor-
tant at the lower division level than at the junior or senior level,
this view was unanimously held by public university aid officers, com-
pared with .79% of the private senior aid officers.

lAn agreement has recently been made among representatives from ACT, CSS,
HEW and state aid administrators to work toward a single application for
all need-based aid nationally, targeted for AY 1976-77. Even if delayed
at the national level, such a change should be made for Illinois.
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Strongest disagreement between types of institutions about
aid packaging exists in the area of loan finance. Whereas aid of-
ficers at public institutions generally agree (92% at universities
and 60% at community colleges) that loans are best suited for students
at the upper division and graduate levels, private school aid officers
generally disagree with this statement. Similarly, financial aid
officers at public institutions tend to believe that loans should be
used only as a last resort, while among the private schools there is

a more positive attitude toward the appropriateness of loans as an
integral part of an aid package.

In general, because of the much higher costs to students
who attend private colleges and universities, the private sector seems
to be less concerned about the "appropriateness" of specific forms of
assistance than with the more fundamental problem of assuring adequacy
of assistance.

Computer use. With all the aid programs, applications and regulations a
financial aid officer must coordinate, one would expect to find wide
use of computers in financial aid operations. We found, however, very
little computer use beyond routine bookkeeping. In fact, only a third
of the financial aid officers were using computers even for bookkeeping.
Seventeen aid officers (mostly in the private senior institutions)
were using computers for research purposes (for example, simulating
the impact of changes in the availability of funds under various pro-
grams). Ten institutions, including four of the public universities,
were using computers for routine letter writing. Only nine institu-
tions (four of them public community colleges) were using computers
to assist in the processing of applications. We were able to find only
one institution, Illinois State University, which was really utiliz-
ing computer capabilities to assist in the packaging of financial aid
awards.

Of the ten public institutions using computers for financial
aid research or application processing, all but one said a computer
permitted greater accuracy. The next most frequently cited benefit
was that a computer permitted the freeing of professional staff time
for counseling and other purposes. There was an even split in opinion
as to whether computer use actually resulted in cost savings.

Lack of funds was the most frequently cite. reason for not
using a computer in financial aid operations. Among the smaller schools,
many aid officers felt a computer was not needed by their operation.
Ten schools said they were not using a computer because they didn't
believe financial aid administration lent itself to electronic data
processing.
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Because of the complexities which confront financial aid offic-
ers--the diversity of student needs, the multiplicity of aid programs,
and the frequency of changes in regulations and funding levels--it would
seem that greater use of computers in financial aid administration would
be appropriate.

It is clearly recognized that in many cases there is no substi-
tute for individual counseling in determining how the financial needs of
a student can best be met. At the same time, however, the results of the
IEFC survey of financial aid officers, as well as field visits, provide
evidence that the potential benefits from greater use of computers in
assisting financial aid management have not been fully realized. The fact
that Illinois State University, a recognized leader in computer-assisted
financial aid management, has received numerous inquiries about its opera-
tion from around the country, suggests that many financial aid officers
themselves should be receptive to the integration of such capabilities into
their own operations.

It is recommended that IBHE and ISSC develop a plan for the use
of computers in the management of financial aid resources at least at all
public universities.1 The plan shoulu be developed, taking into account
at least the following questions:

1. In what areas can automatic data processing be
effectively and efficiently used (bookkeeping,
research, aid packaging)?

2. Is automatic data processing appropriate to assist
in financial aid packaging at all campuses or only
some?

3. How should expanded use of computers in financial
aid management be funded?

4. What is the most efficiDnt way of providing skilled
assistance to financial aid offices that now have
limited computer expertise?

S. To what extent would consortia or other cooperative
approaches be applicable in this area?

6. To what degree might computer-assisted management of
financial aid resources also be applicable in the
public community colleges and in private institutions?

1
Several public and private colleges and universities are already exchang-
ing computer tape records with ISSC for purposes of monitoring monetary
award payments. Routine checks are made on student eligibility in
terms of full-time undergraduate status as well as additional NRA the
student has received. For schools not using computers for financial
aid management, the same verification procedure is done by hand from
printed lists. Verification of student eligibility is required in all
cases before ISSC makes payment to the school.
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III. NONREPAYABLE ASSISTANCE

Nonrepayable assistance (NRA) inclIOes all student financialaid which the student does not have to repay with either cash or service
(employment). NRA may take the form of scholarships, fellowships, trainee-ships, grants, or--as is most common among Illinois programs-- tuition pay-ments or waivers. NRA is of two basic types: (1) need-based, awarded
on the basis of financial need after a formal needs assessment procedure;
and (2) non-need, awarded on the basis of other criteria without specific
consideration of economic circumstance.

This is the first of three chapters which discuss nonrepayable
assistance programs. This chapter provides an overvie: of NRA and how
it impacts by type of institution and parental income. Then it focuses
on the major State need-based program, the Illinois State Scholarship
Commission's Monetary Award Program. This program is evaluated in terms
of administrative efficiency, adequacy of funding, stability over time, and
equity of award distribution. The analysis draws on survey responses from
financial aid officers and public university students.

Survey responses are also used in considering priorities for
change in the ISSC program, especially the eligibility requirements.
In considering the question of equity, the method used by ISSC to evaluate
income and assets is examined, with attention to students from middle in-
come families and students whose parents own farms and small businesses.

Chapter IV describes State non-need NRA programs--statutory
and institutional. Chapter V describes major federal NRA programs and
examines their impacts in terms of number of students aided, funding
levels and projected program changes--especially changes which could af-
fect Illinois programs.

Need -based NRA. Need-based programs are basically designed to provide
assistance that families are unable to give. Such programs require that
parents and students complete a statement which evaluates tl.e family's
ability to meet the student's collage costs. The parents' contribution
and the student's self-help are subtracted from the college cost budget
(see Chapter II for a discussion of college cost budgets), and the re-
mainder the total amount of NRA for which the student is eligible.This amount may be made up through a combination of federal, State, or
private NRA programs.

Non-need NRA. Non-need or "categorical" NRA is generally one of three
kinds. The first is NRA awarded as a "fringe benefit" or "compensation"
to certain categories of public service personnel or their dependents
(such as veterans, university civil service personnel, and the dependents
of prisoners of war or of policemen and firemen killed in the line of
duty). The second kind of non-need NRA takes the form of manpower train-
ing grants. These awards are intended as incentives to attract stur'ents
to particular fields in which manpower shortages exist or are projected.
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Figure III-1. An overview of publicly funded nonrepayable assistance
to Illinois students.

ISSC Monetary
Awards

$55,000,000

BFOG ----loft

$8,000,000

SEOG

$9,980,000

Statutory waivers
$17,000,000

Institutional waivers

$8,000,000

410-- Social Security
$26,000,0001

State NRA
nrograms

Federal NRA
programs

rmrml
i// i/ Need-based NRA

Non-need NRA

""1"--- G. I. Bill

$87,000,0002

1. Th's ISSC estimate was checked with

officials of the Social Security
Administration, who indicated they
considered it reasonable.

2. This estimate was derived by ISSC

from Veterans' Administration budget

figures and Statistical Abstract
enrollment data. On the basis of

our analysis, it appears reasonable.

The third basic kind of non-need NRA is based on academic merit.
Public programs do not exist in Illinois for merit-based NRA, but many
other states (including California and New York) do have such programs.

Some NRA programs which are technically non-need, in that they
do not require a formal needs analysis of the applicant, are distributed
on the basis of some criterion which is closely related to need. For

example, Social Security benefits are paid to certain students on the

AtAINI11.
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basis of the retirement or death of an income producing parent because
such students are likely to need additional money. While such programs
are technically considered "non-need," or not need-based, it should be
borne in mind that they probably provide more aid to needy students
than to others.

Relative importance of programs. Figure III-1 shows the relative magni-tude of various types of State and federal NRA programs. The bulk (87%) of
the federal money is still available through programs which are technically
non-need. However, of the explicitly need-based programs, BEOG will
quadruple next year, while SEOG will remain about the same. It can also
be noted that federal programs account for the majority (62%) of NRA avail-
able in the state--all Illinois-funded NRA combined amounts to less than
federal G.I. Bill benefits. (The federal manpower training grants des-
cribed in Chapter II have been excluded because they are awarded primarily
to graduate students, whereas our focus is primarily on undergraduates.)

Distribution of NRA by type of institution. Table III-1 is based on
a Fall 1972 IBHE survey of 123 institutions. Responses were received
from institutions enrolling 93% of the state's college and university
students. The dollar amounts represent institutional estimates of funds
they monitor and do not include the estimated $113 million in direct
student aid under the federal veterans' and Social Security programs.

Public community colleges, which enrolled 34% of the state's
students in AY 1972-73, received only 10% of the reported NRA for that
year. This is largely becaL.se lower tuition rates at those institutions
as well as the lower living expenses of predominantly commuting students
means that their college cost budgets are less than those of students in
other types of institutions. As will be shown later in this chapter,
need-based NRA is determined by the difference between what the family
can contribute and the student's college cost budget. Students at com-
munity colleges with smaller cost budgets therefore qualify for less
need-based NRA irrespective of their family incomes. In addition, all
State non-need NRA--with the exception of veterans' tuition waivers- -

is restricted to senior institutions (see Chapter IV).

Students at private institutions received 470 of the NRA, even
though the private sector enrolled only 24% of the state's students.
College cost budgets, due primarily to differences in tuitions, are nearly
twice as high in the private sector as at community colleges. Interest-

the public universities enrolled 42% of the students and received
exactly 42% of the reported NRA. (See Appendix III-1 for more detail.)

The NRA excluded from Table III-1 (notably federal veterans'
and Social Security benefits) would be expected to impact so as to reduce
the magnitude of the differences seen in Table ITI-1.
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Table III-1. Distribution of reported NRA to undergraduates, from all
sources, by type of institution, AY 1972 73.

Percent of Dollars
State FTE Percent per Percent
Fall 1972 Total NRA1 of NRA Student Need-Based

Public

community
colleges 34% $10.68 million 10% $100 83%

Public

universities 42 41.87 million 42 321 71

Total public 76% $52.55 million 53% $222

Private sector

(excluding
proprietary) 24 46.99 million 47 638 87

Total 100% $99.54 million 100% $321

1. All reported scholarships, grants, and waivers (excludes federal
C.I. Bill and Social Security.

2. Based on Fall 1972 FTE, see Table 11-3.

Source: IBHE, "Status Report of Student Financial Aid in Illinois," 1973.

State Need-Based NRA: ISSC Monetary Awards

The Illinois State Scholarship Commission (ISSC), created in
1957, is composed of seven members appointed by the Governor for stag-
gered six-year terms. These members include one representative each of
the public institutions, the private institutions, and the public high
schools and four members chosen from the state at large. The Superinten-
dent of Public Instruction is an ex officio member.

Responsibilities. The Commission initiates and approves recommendations
for legislative and budgetary needs, approves participating colleges and
student winners, and appoints executive and administrative directors.
The policies and procedures for the administration of its programs are
supposed to be consistent with the provisions of the Higher Education
Student Assistance Law.
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ISSC is responsible for the administration of two major pro-
grams--the Monetary Award Program, and the Guaranteed Loan Program--as
well as an increasing number of special scholarship programs (there are
presently six).

Staff. The ISSC staff consists of an executive director and four adminis-
trative directors (Scholarships and Grants, Loan Program, Agency Opera-
tions, and Informational Services) and about 90 others. The main office
is located in Deerfield, and an Office of Informational Services is housed
in downtown Chicago.

Budget. ISSC's total budget for FY 1974, broken down by program, is
displayed in Table 111-2 below.

Table 111-2. ISSC budget summary.

FY 74
Appropriation

Governor's
FY 75 Recom-
mended Budget

Administration $ 1,460,000 $ 1,705,000
Monetary Awards 55,352,500 63,220,000
Military Veterans' Scholarships 3,800,000 3,800,000
Bilingual Scholarships 250,000 300,000
Policeman/Fireman Descendents' Scholarships 25,000 25,000
Correctional Officers Dependents' Program 10,000
POW/MIA Dependents' Scholarships 12,500 25,000
Student-to-Student Matching Grants 200,000 200,000
Guaranteed Loan Program 4,000,000 4,500,000

Total $65,100,000 $73,785,000

Source: Illinois Budget Appendix, Fiscal Year 1975.

Historical summary of Monetary Award and State Scholar Programs. ISSC
was established in 1957 to administer a competitive scholarship program
open to college freshmen only. High school seniors, admitted to approved
Illinois institutions, were named State Scholars and awarded "Certificates
of Merit" on the basis of superior test scores and high academic standing.
They received monetary awards if they could demonstrate financial need.
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State Scholars were eligible for subsequent renewals of their monetary
awards during their sophomore, junior, and senior years, but students
not named State Scholars as high school seniors were not eligible to apply.

Monetary awards are full or partial tuition and mandatory fee
payments made directly to the school on behalf of eligible students. More
than $3 million was awarded under this program from AY 1957-58 through
AY 1960-61.

In 1961-62 the Monetary Award Program was broadened to include
upperclassmen who were recommended by campus financial aid officers on
the basis of substantial financial need and at least average academic
standing. In the same year Certificates of Merit were extended to qualify-
ing high school seniors who elected to attend unapproved or out-of-state
institutions.

The Illinois Higher Education Student Assistance Law (School
Code Section 30-15.1 through 30-15.13), passed in 1967, made all under-
graduates eligible for monetary awards subject to the following restric-
tions. The applicant must:

*be a citizen or permanent resident of the United States;

*be a resident of the state of Illinois;

*be a person of good moral character; 1

*be eligible to enroll as a full-time2 undergraduate stu-
dent (having completed less than 8 semesters or 12 quarters)
and be in good academic standing in an ISSC approved college
or university;3 and

*be able to show that "his financial resources are such that,
in the absence of scholarship aid, he will be deterred by
financial considerations from completing his education at
the qualified institution of his choice."

11t is recommended that this requirement be dropped as it is not syste-

matically used to evaluate students' eligibility. ISSC officials claim

that only once or twice in the history of the program was this require-
ment used to deny a monetary award.

2IBHE and Governor Walker have recommended broadening eligibility to in-
clude half-time (or more) students and fifth year bachelor's degree
students for AY 1974-75.

3In AY 1972-73 Hospital Schools of Nursing were added to the approved
list, making a total of 175 institutions eligible.
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Table 111-3. Historical summary of ISSC monetary awards.

AY 1958-59

through 1960-61

AY 1961-62
through 1966-67

Number of
Awards

Total
Dollars

7,558 $

35,086

AY 1967-68 330,311
through 1973-74

Total used
(AY 1958-59
through 1973-74)

Basic Eligibility Criteria

3,157,669 full-time freshmen, bas on aca-
demic merit and need (renewable)

18,770,067 same as above, plus campus initi-
ated awards to full-time upperclass-
men, based on financial need

229,534,966 all full-time undergraduates,
based on financial need

372,955 $251,462,702

Total dollars appropriated
for awards $255,685,000

Source: ISSC

Objectives of the Monetary AwP-i Program. The basic objectives of the
ISSC Monetary Award Program are:

(1) to enhance financial access to higher education for
Illinois residents who might otherwise be deterred
from attending, by providing full or partial tuition
payments; and

(2) to decrease the importance of cost as a factor in the
decision of which institution to attend.

The second objecti're--that of increasing freedom of choice- -

is a means of aiding both students and private institutions at a net
savings to the State. It helps students because they are more free to
make a choice of institution based on noncost factors such as program
offerings, location, size of institution, and campus environment. It
helps private institutions which are at a serious disadvantage in recruit-
ing students and maintaining enrollments, when public tuition is less
than one-third as much on the average as private tuition.

ISSC pays more than twice as much for a monetary award at a
private school as at a public school (for AY 1973-74, the average award
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to private was $1116; average award to public was $495), and IBHE pays
up to $2001 in a flat grant for an Illinois resident who attends a
private school. Nevertheless, the total costs to the State for such a
student are still less than for a student who attends a public univer-
sity. The State currently spends about $1750 per public university
undergraduate student per year2 ($2300 if the student receives a full
monetary award). On the other hand, if the student chooses a private
institution, the State spends at most $1500 ($1300 for a full monetary
award plus the $200 if he is a junior or senior). Of course, the extent
of these "savings" to the State are affected by vacancies in the public
sector--which may in some instances be the result of providing aid to
private school students. The trade-offs between filling public uni-
versity vacancies and assuring the continued viability of private insti-
tutions are discussed in more detail in Chapters II and X.

Table 111-4 provides a breakdown of monetary awards by type
of institution.

Table 111-4 Summary by type of institution of monetary awards received
for AY 1973-74.

Type of
Institution

Private 2-year

Private 4-year

Hocpital Schools
of Nursing

ALL PRIVATE

Public 2-year

Public 4-year

ALL PUBLIC

ALL

Source: ISSC

Number
of Awards

Dollar Average Percent % of

Amount Award of Awards Dollars

1,939 $2,167,400 $1,118 2.7% 4.0%

26,349

1 237

29,525

10,083

32,638

42,721

72,246

30,082,795 1,142 36.5 55.6

692,505 560 1.7

$32,943,040 $1,116 40.9%

2,624,015 260 13.9

18,508,675 567 45.2

$21,132,690 $ 495 59.10

1.3

60.9%

4.9

34.2

39.1%

$54,075,730 $ 748 100.0% 100.0%

lIBHE pays eligible private institutions $100 for every lower division ISSC
monetary award winner and $200 for every upper division Illinois resident.

`This estimate is based on data reported on the IEFC survey by public
university budget officers and Froehlich's enrollment data. The IBM; staff
was not able to make a current estimate but said $1750-1800 was reasonable.
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_Follow-up of nonacceptors and nonwinners. Total monetary award appropria-
tions have consistently exceeded the total dollars used by students.
Because not all announced winners use their awards, ISSC announces awards
in excess of appropriated funds. Only in one year (AY 1971-72) since its
inception, did ISSC's Monetary Award Program run short of funds. In

every other year, funds have been lapsed at the end of the period. For
AY 1973-74, for example, 90,224 awards were announced but only 72,246 were
claimed by enrolled students. Thus, an estimated $54,075,000 (97.7%) of
the $55,352,500 appropriated for monetary awards will be used.

This nonacceptance by approximately 20% of announced winners
could be caused by a variety of factors, such as change in choice of in-
stitution (from private to public or out-of-state) or lack of sufficient
furids to attend college in spite of a monetary award. ISSC has recently
undertaken a study of the reasons behind nonacceptance. A study of both
nonacceptors and nonwinners (to discover the effect on their educational
plans) would provide important information on the adequacy of the Mone-
tary Award Program in meeting its "financial access" objective. Such a
study could yield significant evidence on the possible need for more aid
to middle income students as well as for aid beyond tuition and fees for
low income students.1

The current ISSC study should be expanded to include these con-
siderations and be made available to the General Assembly in time for
FY 1976 appropriation considerations. Furthermore, annual monitoring of
nonacceptors and nonwinners should become an established part of ISSC
procedure so that the adequacy of the program can be evaluated on a con-
tinuing basis.

Increases in maximum award. As tuitions have increased, the maximum
awards for both public and private institutions have also increased.
Until AY 1963-64, the maximum award was $600. By AY 1972-73, the maxi-
mum monetary award at private institutions h4 doubled to $1200; for
AY 1973-74 it was raised to $1300; and for AY 1974-75, TRUE has recom-
mended (and the Governor has approved) an increase to $1350.

Distribution philosophy. There are two basic philosophies of financial
aid distribution: (1) provide large grants to a few students; or (2)
provide smaller grants to a great many students. The advantage of the
first approach is that financial access to postsecondary education may
be virtually assured to aid recipients. The second approach has the
effect of easing financial barriers somewhat to a larger number of stu-
dents, but with the risk that some of them may not be able to meet their
full costs.

lAdditional need-based aid is now available through the federal BEOC pro-
gram, though to date this program has had little impact. If the program
is fully funded, it would provide up to $1400 in cash benefits and al-
leviate the need for aid beyond tuition and fees for the low income
students (see Chapters II and V). Recent changes in 1SSC's need analysis
procedure are expected to provide more aid to middle income students
(see p. 45-46).
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Through a number of its procedures and regulations, the ISSC
Monetary Award Program appears to follow the second philosophy. The
first provision which effectively spreads the money around is the use
of $150 intervals for partial monetary awards. If a student does not
qualify for the maximum award (full tuition and mandatory fees up to
$1300), his award is rounded down to the next $150. That is, if he is
eligible for $498, he is awarded $450. (In fact, he is awarded 4;450 even
if he is eligible for $598.) This policy, which is not publicized by ISSC,
enables more awards to be given. About 20% of winners do not qualify for
maximum awards and are thus affected by the $150 rule.' For AY 1973-74
it would have cost ISSC all estimated $1,298,626 if it had paid the actual
amount of partial awards.4

Another regulation which insures that the available money will
be distributed broadly is the $1300 maximum award to students attending
private institutions. If ISSC paid the full tuition for a student at,
say, Northwestern, it would have to award that student $3180. For $3180
it could award 21/2 waivers of $1300. This provision, then, serves the
purpose of spreading the money among more students.

The eligibility period also contributes to this purpose. Stu-

dents are presently eligible for only four years of ISSC awards. ISSC

further defines eligibility in terms of credit hours--a student is not
eligible if he has completed more than 150 semester hours or 225 quarter
hours of "college level course work." Thus if a student completes the
maximum number of credit hours but has not yet received a bachelor's degree
(possibly because of remedial courses or because of credits earned at one
institution but not accepted for transfer at another), he would become
ineligible for further ISSC aid, and that money would be granted to someone
else. Here again, ISSC regulations operate to insure that many students
will get at least some aid.

1
ISSC officials say that the reason for the $150 blocks is that payment
is made in each academic term. Since some schools are on a quarter
system (requiring three payments in an ordinary academic year) and some
are on semesters (requiring two payments), these officials say it is
more convenient for ISSC to award amounts which are evenly divisible
by both three and two. However, when a student qualifies for a full
tuition waiver, ISSC pays the total amount whether or not it is evenly
divisible by three and two. Further, it is not apparent that $150
is a more reasonable block size than $6 or $18 or any other number di-
visible by six. It is recommended that ISSC abandon the $150 blocks

and pay each winner the exact amount for which he is eligible.

2This figure was obtained by multiplying the 72,246 winners by 20% to
obtain the number of students who received partial awards in AY 73-74
(14,449). The number of partial awards was then multiplied by $74 (the
mid-point between $1-149), yielding $1,069,226. To this figure was added
$229,400 to cover the 3100 students who received nothing because their

need was calculated to be between $1-149.
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Many financial aid officers at community colleges and univer-
sities consider this a serious limitation to the program because educa-
tionally disadvantaged students, transfer students, and students in 5-
year bachelor's programs are often cut off from aid in their senior year.

The Board of Higher Education and the Governor have recommended extend-
ing ISSC entitlement to a fifth year for students who have not yet re-
ceived a bachelor's degree. Our analysis supports this change, but we
also recommend careful monitoring. Again computers could facilitate
this greatly by checking whether students abuse the fifth year entitle-
ment by effectively completing one year of graduate work white receiving
a monetar award.

If ISSC is to pursue the policy of distributing relatively
smaller grants to as many students as possible, it is imperative that
the agency undertake research to discover whether the neediest students
are getting enough assistance to attend college. As noted earlier,
a study of students who were given awards but did not use them should be
conducted, since one reason for nonacceptance could be that the students
were unable to get enough aid from other sources. Similarly, follow-up
studies of those whose eligibility expired before they received degrees
would help to determine whether that criterion needed revision. We do
not necessarily recommend that ISSC change its general distribution philo-
sophy, but we do recommend that the agency ascertain more about the im-
pacts of that philosophy and that the two changes in procedures noted in
this section be implemented.

Mandatory fees. As already noted, an ISSC monetary award pays as a maxi-
mum the student's full tuition and mandatory fees or $1300, whichever is
less. There is presently no legislative control over the amounts or the
uses of mandatory fees at public institutions. These fees can be increased
by campus administrations and, in some cases, by student vote. While with
regard to tuitions at state universities nationally, Illinois ranks near
the middle; when mandatory fees are included, it is near the 75th percentile.

A House Higher Education subcommittee on sex discrimination in
athletics at public universities is currently examining the way in which
mandatory student fees are used to support student athletes. For example,
at Eastern Illinois University, of the annual mandatory fees totaling $179
per student, $15 goes for athletic "grants-in-aid." While there is rea-
son to question any policy which requires one student to directly subdi-
dize another, the point at issue here is that nearly $30,000 in ISSC
monetary award payments at Eastern. ended up underwriting athletic grants-
in-aid in AY 1972 -73. On the basis of mandatory student fees earmarked

1 In AY 1972-73 Eastern had 1979 monetary award winners which, when multi-
plied by $15 each, yields $29,685.
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for financial assistance to athletes, it can be estimated that for AY
1973=74 as much as $277,000 in. ISSC funds are being expended in this
manner at six public university campuses. 1

Fraudulent applications. All applications for monetary awards are cur-
rently checked by computer to determine whether financial information pro-
vided is self-consistent. In cases where too much tax is reported for a
reported income (within tolerable limits) or other inconsistencies are
found, the applications are returned to the families. They are required
to recheck their figures and may resubmit the application.

In order to detect fraud, ISSC each year randomly selects 5%
of monetary award applications for audit. About 3% of these are found
to be fraudulent and another 5% contain substantial errors. Those found
to be fraudulent are denied a monetary award for that year, but no nota-
tion is made of families who file fraudulent applications. This means
that a student can be caught in a fraud and reapply the next year with
only a 5% chance of being caught again. It is recommended that records
be kept of applicants caught in fraud and that their subsequent applica-
tions be subject to 100"A audit.

The capability presently exists for an audit of all applicants.
The monetary award applicant's parents must sign a statement which says
they believe the information provided to be correct and which gives ISSC
permission to examine the parents' federal and State income tax returns.
Since the Illinois Department of Revenue keeps such records by computer,
it would be possible to routinely compare all applications with State tax
returns. It is recommended that ISSC and the Department of Revenue devise
a procedure for doing this and implement it in time for AY 1975-76 appli-
cations to be subject to a 100% audit. Until that time, the other audit
procedures recommended in this section should be instituted.

Financial Need Determination

Independent students. The fundamental principle underlying most need
analysis procedures is that, to the extent parents arc reasonably able,
they have the primary financial responsibility for the postsecondary
education of their sons and daughters. Since the passage of the 18-year-
old vote and the extension of adult rights to 18-year-olds in some 40

The six public university campuses are Southern Illinois University (Car-
bondale and Edwardsville) Northern Illinois, Illinois State, Eastern
Illinois, and Western Illinois. This estimate was made by first multi-
plying the total expenditure from student fees for athletics ($1,263,371)
by 88% to get the portion paid by undergraduates ($1,111,766). This
amount was multiplied by 25% because approximately one-quarter of public
university undergraduate FTE students are monetary award winners. The
result is the figure reported above.
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states, legal questions have been raised regarding "independent" stu-
dents and the principle that parents' economic circumstances should
largely determine eligibility for need-based NRA.

While no challenge of need-based aid has reached the courts,
similar cases have been tested regarding residency requirements for in-
state tuition at public institutions. The U. S. Supreme Court handed
down a decision (Vlandis v. Kline) in June 1973 requiring that states
allow out-of-state students to establish residency while attending col-
lo:ie. Since that decision, changes have occurred in several states to
relax the eligibility requirements for in-state tuition at public uni-
versities (see Appendix 111-2 for a discussion of court cases affecting
residency requirements).

If the courts were to declare all students financially indepen-
dent of their parents at age 18, for example, nearly all students would
qualify for need-based aid and the concept would be meaningless. Most
student financial aid programs would have to be entirely restructured

(see Chapter X).

Currently, for a student to be declared independent by ISSC,
he must state that he has not lived with nor been claimed as a tax depen-
dent by his parents for the previous year or current year, nor will he
live with or be claimed by parents during the year for which the award
is made. A 100% audit of federal income tax returns is made for all
students under age 25 who claim to be independent students. In the
past, ISSC has assumed all independent students to have incomes of $2500,
which meant that virtually all independent students qualified for monetary
awards. Beginning in AY 1974-75, each independent student will have to
file a personal financial statement and will be evaluated in terms of
his actual income and assets.

Need assessment procedure. One of the criteria by which financial aid
can be evaluated is equity or fairness. This has two aspects--"hori-
zontal" equity (Are people in the same economic circumstances treated
the same?) and "vertical" equity (Are those in different economic cir-
cumstances treated appropriately differently?). Systematic financial
needs determination procedures are intended to insure that the economic
circumstances of students are correctly assessed.

Whether students are in the same or different "economic circum-
stances" is determined by their families' ability to pay the costs of a
college education. There are two basic factors which determine ability
to pay--current income and family assets. ISSC's needs analysis procedures
are intended to estimate a reasonable expected family contribution from
each of these sources.
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Expected parental contribution from income. As of AY 1974-75 ISSC
allows the following deductions from total family income:

*federal and State income taxes;

*maintenance allowance, (now $3,000 plus $750 ',yr each
tax dependent, or $6,000 for a family of four)';

*housekeeping allowance (if mother or widower works, 25%
of the earnings to a maximum of $2000);

*sibling schooling (tuition to $500 maximum for each
sibling in private elementary or secondary school);

*other dependents ($750 for any dependent other than
own child, spouse, or self); and

*extraordinary expenses (the difference between 15% of
total income and itemized deductions of federal income
tax return to a maximum of 40% of taxable income).

The remainder aster deductions is multiplied by a factor ranging from 26%
(if the remainder is less than $5000) to 32% (if the remainder is greater
than $10,000). The result is the expected parental contribution from
income. However, if the family has another dependent child in college,
the expected contribution is reduced by 25%, and if two or more other
children are in college, it is reduced by 50%. (See Appendix 111-3 for
the Monetary Award Program application.) For AY 1973-74, three-fourths
of all families a 1 in to the Monetary Award Program were found able
to contribute towar college costs from current income, and the average
they were expected to contribute was $1329. Of those receiving a monetary
award, 69% were found able to contribute from income an average of $981.

Expected contribution from assets. Family assets are defined as includ-
ing equity in a home and other real estate, savings and investments, and
student's assets if above $500.

While there has been considerable controversy over the valua-
tion of assets, if fairness is important it is reasonable to take them
into account. Otherwise, two similar families with the same income- -
differing only in that one family had very large assets ( a home, savings,
and securities) and the other family lived in a rented apartment and had

1
The basic maihtenance allowance has been increased from $2200 and $650
per dependent ($4800 for a family of four) in AY 1973-74. This increase
will reduce expected parental contribution from income and will impact
most heavily on families earning more than $9000 because 97% of applicants
below this income level are already receiving monetary awards.
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virtually no assets--would be treated equally in the determination of
financial need. The family with substantial assets is presumably better
able to contribute to educational costs, either through liquidation of a
portion of its assets or by borrowing against them, than is a family with
no assets.

In order not to "penalize" families for saving, allowances are
made for asset accumulation before any contribution is expected. For

farmers and small businessmen a deduction of one-half of their equity in

farms and businesses is made. An "emergency" allowance of $750 per tax

dependent is deducted. A "thrift" or "retirement" allowance (ranging from
$13,000 for a household head of age 40-44 to $23,000 for a household head
aged 65 or over) is then deducted from the remaining asset value. A

widow/widower allowance of $20,000 may also be deducted.

Next, a computation is made to determine what portion of the
family's assets should be applied to college costs. This computation is

based on the assumptions that: (1) each family member is entitled to some
portion of total family assets; (2) each child's full portion of assets
will be used to finance his college education; and (3) one-fourth of the
student's portion will be used in each year of college. For computational

convenience, then, each child is said to have four "shares" in the assets
remaining after deductions. Each parent living in the household is

assigned eight "shares." The total number of "shares" is therefore eight
times the number of parents, plus four times the number of children. The

value of one "share" (assets after deductions divided by the total number
of "shares") is the expected contribution from assets for une year.

For AY 1973-74, ISSC computed no expectation from assets for

68% of applicants. For the 32% who were expected to contribute from

assets, the average expectation was $622. For monetary award winners,

only 24% were expected to contribute toward college costs from assets.
For this 24%, the average expected contribution from assets was $360.

Total expected family contribution. The expectations from parents' assets

and income are then added to an expectation of self-help from the student

himself which is equal to one-quarter of his college cost budget (but
not less than 5'500 nor more than $1000).1 That sum is then deducted

from the student's college cost budget, and the remainder is the total

amount of NRA for which he is eligible. ISSC will pay as a maximum that

amount up to full tuitio: and mandatory fees or $1300, whichever is less.

1
If family income is less than $6000 and there is no expectation from as-
rets, a $500 minimum self-help contribution is expected regardless of
college costs.
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The remaining "unmet cost" 1
is the amount of additional NR\ the student

may receive from other sources (for example, BEOG, SEOG, brivate scholar-
ships) without jeopardizing his ISSC award.

Since monetary awards area tuition payments made by the ISSC
to the institution on behalf of student recipients, they duplicate any
other form of tuition waiver a student might receive. One of them must
therefore be refused. It is the student's responsibility to ,ead and
comply with the ISSC policies and regulations concerning monetary awards
and to report any significant change in his economic situation including
receipt of additional NRA. However, since relatively few students report
additional NRA, a better monitoring system is needed."' If, as suggested
in Chapter II, increased use were made of computers in financial aid
management at the campus level and record tapes were exchanged between
the campuses and ISSC, this problem would be substantially alleviated.

ISSC awards by parental income. Table 111-5 shows data on monetary award
applicants and winners by parental income level and sector. Ninety per-
cent of monetary award applicants at public institutions whose parents

Table 111-5. Number and percent of announced monetary award winners by
parental income ranges and sector, AY 1973-74.

Under $5000- $10,000- $15,000- Over
$5000 9999 14,999 20,000 $20,000

All public
Number of applicants 15,362 14,776 19,739 11,682 3,926
Number of winners 15,282 14,285 16,098 4,583 517
Percent of winners 99.5 96.7 81.6 39.2 13.2

All private
Number of applicants 6,826 6,554 10,506 8,584 4,525
Number of winners 6,806 6,460 10,069 7,185 2,189
Percent of winners 99.7 98.6 95.8 83.7 48.3

All colleges
Number of applicants 22,188 21,330 30,245 20,266 8,451
Number of winners 22,088 20,745 26,167 11,768 2,706
Percent of winners 99.5 97.3 86.5 58.1 32.0

Source: ISSC

1
For AY 73-74 the mean "unmet cost" for all announced monetary award win-
ners was $880 ($846 in public universities). Only one percent of monetary
award winners had no remaining unmet cost.

Only 6.5% of monetary award winners for AY 1973-74 reported additional
NRA to ISSC. The average amount reported was $630.
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earn $11,000-11,999 received awards in AY 1973-74 (see Appendix 111-4
for awards by parental income in $1000 increments), and half of public
institution applicants whose parents earn $15,000-15,999 receive awards.
At private institutions, 90% of applicants in the $15,000 range and over
half of the applicants in the $23,000 range receive awards. There is no
specific income cutoff for eligibility--over 200 students from families
earning over $26,000 are receiving ISSC monetary awards.

Need assessment and equity. If need assessment procedures are working
properly, we should find that need-based NRA is being distributed equit-
ably. Our survey data are limited to a sample of public university stu-
dents (full-time undergraduates), include only income as a measure of
ability to pay, and do not differentiate need-based from non-need NRA.
Within those limitations, however, we can examine the overall equity of
distribution.

Equity can be considered along two dimensions, vertical and
horizontal. The principal question relating to vertical equity is whether
NRA is being distributed so that amounts received vary inversely with
parental income. In essence, as parental income increases, the ability
of parents to provide assistance is expected to increase as well. Hence,
students from upper income families should be receiving relatively less
NRA than those from lower income families.

From the IEFC survey, it appears that the distribution of NRA
among income groups follows the general pattern that would be expected
if this criterion of vertical equit.; were being met. As Table 111-6
demonstrates, NRA as a percentage of student budget declines from a high
of 30% for full-time undergraduates in the lowest income group to 9% for
students in the highest income group.

Table 111-6. Percent contribution from each source for full-time under-
graduates, by parental income level.

Under

$5000

$5000-
9999

$10,000-
14,999

$15,000-
20,000

Over
$20,000

Gift assistance 41% 40% 42% 44% 47%
Parental assistance 11 14 25 33 38
NRA 30 26 17 11 9

Self-help 59% 60% 58% 56% 530
School year earnings 22 21 20 19 17
Summer earnings 24 28 32 31 33
Loans 13 11 6 6 3

Source: IEFC survey of public university students.
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At the same time, parental assistance as a percent of student
budget increases from a low of 11% for students in the lowest income group
to 38% for students in the highest income group.

When parental assistance and NRA are combined, the total repre-
sents a measure of gift assistance. As can be seen from Table 111-6,
gift assistance as a percentage of budget does not appear to vary greatly
among income groups. As a corollary to this, it can be seen that across
income groups, students themselves appear to be making a relatively simi-
lar effort to finance their educations through self-help (work and loans).

While parental and nonrepayable assistance combine so that the
role of gift assistance is approximately the same across income groups,
it cannot be inferred that the relative importance of these two sources
(parents and NRA) for each income group is necessarily appropriate. For

example, is it reasonable to expect parents earning less than $5000 to
contribute 11% of student budgets?

To focus more directly on the impact of NRA as it relates to
the role of parental assistance, an estimate was made of parental effort
in each income group. Parental effort was measured by taking the ratio
of estimated parental contribution (in dollars) for each income group
to annual parental income. The method used in making this estimate is
described in Appendix 111-5.

Before examining how parental effort varies across income
groups, it should be carefully noted that this measure of effort is at
best a crude one. In particular, the role of assets in determining
ability to pay is not taken into account. Also, the distribution of
parental income within each income group is not known and, therefore,
must be assumed. Table 111-7 summarizes the information concerning
parental effort.

Table 111-7. Estimates
1
of parental effort in providing assistance to

students.

1. Estimated parental
assistance

2. Assumed average annual
parental income

3. Estimated parental
effort (1 + 2)

Estimated Annual Parental Income
Under $5000 $10,000- $15,000- Over

$5000 9999 14,999 20,000 $20,000

$252 $342 $600 $810 $954

$2500 $7500 $12,500 $17,500 $22,500

10.0% 4.6% 4.8% 4.6% 4.2%

1. For a discussion of how these various estimates are made,
see Appendix 111-5.

Source: IEFC survay of public university students.
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The measure of parental effort shown for the lowest income
group (10%) appears to be seriously out of line with that found in other
income groups. It suggests that while students in this group are receiv-
ing significantly more NRA as a percent of college budget, parents are
still making a substantially above average effort in providing assistance.
However, it should be noted that only 36% of the students in this group
reported receiving any assistance at all from parents (vcrsus an average
of 64% of the students in the other four income groups). Hence, to
generalize about pa/cIntal effort in the lowest income group when only
about one-third of these parents are providing any assistance may over-
state the case as it typically applies. Nevertheless, for the 36% of
students who are being assisted by parents, it seems that an unusuali1
high effort is being made by their parents to provide such assistance. 2

A somewhat below average effort is shown for parents in the
highest income group. It should be noted that in computing the measure
of effort for this group, an income figure of $22,500 is used. In fact,
there is no defined upper limit on income for this group, and the $22,500
figure was chosen arbitrarily. To the extent that average income for
this group tends to be greater than $22,500, the measure of effort will
be even lower than the 4.2% shown in Table 111-7.

For the middle three income groups (representing 77% of the
sample), parents seem to be making very nearly the same effort out of
current income. In effect, these parents are paying a tax (a user charge)
just under 5% of their income to enable their soLs and daughters to at-
tend a public university.

1
Half of the students in the second income group reported they were re-
ceiving some amount of parental assistance, 65% in the third income group,
73% in the fourth income group, and 78% in the fifth income group.

2
The fact that even 36% of the students in the under $5000 income range
reported they were receiving parental assistance is somewhat surprising.
When other information about the 36% who reported receiving parental
assistance was examined, nothing was found to suggest that they dif-
fered in a way that would make inappropriate the measure of parental
effort used in the analysis.

There is the possibility that a relatively high percentage of low income
students receiving parental assistance have parents with accumulated
savings from which assistance is being provided. This may be the case
for some students whose parents are old enough to be in retirement.
However, the IEFC survey did not provide information to determine the
extent to which this may be occurring.

There is also the possibility that some students misstated parental in-
come or the amount of parental assistance they are receiving. Because
relatively few students in the lowest income group reported receiving
parental assistance, such misinformation would exert a particularly dis-
torting influence on the measure of parental effort for the group as a whole.
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Whether or not this is viewed as equitable is a matter of judg-
ment. One can view parental effort as a form of taxation. If one accepts
a proportional tax structure as fair, then the current impact of NRA on
the middle three income groups (ranging from $5000 to $20,000) may seem
equitable insofar as no serious differences appear in the degree of ef-
fort being made by parents in those three groups.

Of course, the question of whether this effort--even though
proportional--is more than should be expected is open to debate. The
lowest of the middle three groups in the IEFC survey had an income of
$5000-10,000. According to the U. S. Bureau of Labor Statistics (BLS),
a "low" budget for a family of four in the Fall of 1972 living in Chicago,
Champaign, and St. Louis was between $7300-7700. These figures assumed
only about $100 per month for rent and about $40 per week for food.
The family used in the BLS estimate included two children living at home,
so household expenses may be somewhat less for the same family if one
child were a college student living away from home. On the other hand,
the national consumer price index has risen approximately 13% since the
Fall of 1972, so the $7300-7700 will undoubtedly be adjusted upward in
the next BLS report.

However, another iew is that a progressive "tax" structure
is fairer than a proportional one. In that case current distribution
of NRA would be viewed as inequitable in its impact on the $5000-20,000
range, and additional assistance should be provided to middle as well
as low income students.

Recent developments in various need-based NRA programs suggest
that greater progressivity may occur in the near future. As the federal
BEOG program is expanded, additional NRA will be provided to low income
students. This should cause NRA to have a more progressive impact, or
at least reduce the above average effort that is apparently now being
made by some parents in the lowest income group. The more liberal
family maintenance allowance and the changed procedure for valuation of
home equity in ISSC's need assessment should also provide more assistance,
particularly to students in the middle income group. Middle income stu-
dents may also be aided by the more liberal interpretatign of financial
need that is now allowed under the federal SEOG program.

Three general conclusions can be drawn about the distribution
of NRA as it relates to vertical equity. First, the relative importance
of NRA in student budgets does decline significantly as parental income
level increases. Second, the distribution of NRA appears to be impacting

1,
See pp. 45-46 for a discussion of the maintenance allowance as a
deduction from expected parental contribution from income p.nd the change
in valuation of home equity which will decrease cApectA parental con-
tributions from assets.

2
See r 4pter V for a discussion of the BEOG and SEOG programs.
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so that the relative importance of gift assistance (parental plus nonre-
payable assistance) does not vary greatly across income groups. Accord-
ingly, major differences do not appear to exist across income groups in
terms of the effort which students themselves are making to finance
their educations through self-help. Finally, for the middle three in-
come groups (ranging from $5000 to $20,000), NRA seems to be impacting
so that the average effort being made by parents in providing assistance
is approximately the same when measured relative to current income. For
families with incomes over $20,000, parental effort seems to be below
average. In the lowest income group, it appears that some parents are
making a significantly above average effort in providing assistance.

Particularly in view of the possibility that many lower income
parents are currently making an exceptional effort to financially assist
their children in college, IBHE, in conjunction with the individual in-
stitutions, should closely monitor the impact of the proposed changes in
federal and State NRA programs for the 1974-75 academic year. Students
should be sampled at each campus, and a comprehensive examination of their
college budgets should be performed. Only by going beyond the aggregate
statistics currently compiled by IBHE can the real impact of various
NRA programs as well as changes in these programs be ascertained for
different groups of students.

If such a study by IBHE reveals that significant numbers of
students from lower income families (under $10,000) continue to depend
on parents for assistance in financing their educations, then IBHE should
recommend action by the State to alleviate the problem in time for action
during the 1975 legislative session.

Horizontal equity. The principal question relating to horizontal equity
is whether NRA is being distributed so that students with approximately
the same economic background are receiving similar amounts of assistance.
Table 111-8 is directed to the question of horizontal equity.

Table 111-8. Horizontal equity.

Under
$5000

Annual Parental Income Levels

Over
$20,000

$5000-
9999

$10,000-

14,999

$15,000-

20,000

Percent receiving NRA 79% 76% 53% 33% 23%

Percent who believe
need assessment unfair 54 47 66 76 74

1. Excluding those with no opinion.

Source: IEFC survey of public university students.
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Table 111-8 shows the percent of students in each income group who reported
they were receiving some amount of NRA for the current year and the per-
cent of students who agreed or strongly agreed with the statement, "Finan-
cial need assessments are unfair to students with my economic background."
As can be seen, the percent of students receiving assistance declines
as income level increases, and, correspondingly, dissatisfaction with
need assessment procedures increases as income level increases.

Increased dissatisfaction with needs assessment procedures
could be caused simply by the fact that higher income students are less
likely to receive NRA, especially need-based NRA, and so feel that policies
are unfair. However, it could also result from the fact that income is not
the only determinant of financial situation. Factors such as assets,
number of children and extraordinary expenses are also used in computing
need. A student who was denied aid may know others from economic back-
grounds he perceives as similar to his who received aid. If he is un-
aware of the factors used in the calculation or of the details of other
families' financial situations, he may conclude that the needs assessment
is unfair.

Hence, while even in the lowest income group considerable dif-
ferences may exist in amounts of NRA received, an important considera-
tion is that nearly 800 of these students reported that they were receiv-
ing some amount of NRA.' This contrasts sharply with the highest in-
come group where only 23% are receiving some amount of NRA. Thus, as
income increases, within-group differences in NRA received become much
more apparent--the "haves" and "have-nots" come into sharper contrast.
This may contribute significantly to the dissatisfaction with needs
analysis procedures as reported by middle and upper income groups.

There are two principal factors which contribute to the greater
within-group differences in NRA received at middle and upper income levels:

(1) non-need assistance, based on characteristics
other than family financial situation, which may
make horizontal equity difficult to achieve; and

1
While the large majority of students in the lowest income group reported
they were receiving nonrepayable assistance, it is nevertheless sur-
prising to find 21% reporting no assistance. An examination of the
characteristics of these nonrecipients reveals that the majority did
not seek assistance from either federal or state and university sources.
In addition, a relatively high percentage were married with spouses who
worked, and a significantly high percentage were over 26 years old.
Hence, it appears many of these nonrecipients did not receive NRA be-
cause they did not apply for it, either out of ignorance about its
availability, or because they had access to resources (such as savings

or other assets) not accounted for in the IEFC student survey which
would make them ineligible for assistance.
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(2) the valuation of assets and other nonincome factors,
which can lead to the placing of families with simi-
lar incomes into different economic groups for needs
assessment purposes.

Middle income students. There has been considerable discussion of the
need to increase financial aid available to middle income students. Re-
sponses to the IEFC student survey indicate that many middle income stu-
dents feel that this kind of change is called for (see pp. 47-49). The
next sections discuss adjustments which might be made in the computation
of expected family contribution from income and from assets which would
make middle income students eligible for more assistance.

Changes in expected contribution from income. One means of reducing the
expected contribution from income would be to increase the maintenance
allowance deduction. For AY 1973-74, ISSC allowed only $2,200 plus $650
per tax dependent for basic household expenses ($4800 for a family of
four). For AY 1974-75, this has been increased to $3000 plus $750 per
dependent ($6000 for a family of four).1 If this schedule had been used
for AY 1973-74, ISSC estimates the additional cost would have been $2 million.

If still more generous allowances of $4000 plus $1250 per tax
dependent were used ($9000 for a family of four), ISSC estimates that
the additional cost to the State would have been $9-10 million for
AY 1973-74. This would include approximately $4.5 million more to current
recipients, about $4 million to current applicants who were found to have
no need under the existing criteria, and about $1 million to students who
would be eligible under these criteria but had not applied for the current
year.

Adjustments to expectation for assets. Another issue c:ncerns the family
contribution from assets. This is a highly complex problem, and there
is no easy solution. Some experts have argued that relatively liquid
assets, such as savings accounts, might be treated differently than il-
liquid assets, such as real estate. However, a more important distinc-
tion might be drawn between "necessity" assets and "luxury" assets.
"Necessity" assets would include a home, income-producing assets which
are the primary source of family support, and basic cash reserves.
"Luxury" assets could include vacation homes, recreational vehicles, and
extraordinary cash reserves. There would seem to be a case for including
an assumption in ISSC's needs analysis that most families should not have
to borrow against their necessity assets to pay college expenses. In the
case of housing this might be accomplished by something like a "homestead
exemption" of perhaps $20,000 in home equity.

1
According to the Bureau of Labor Statistics, a "low" budget for a family
of four in Fall 1972 living in Chicago, Champaign, and St. Louis varied
from $7300-7700. These figures, which have undoubtedly increased since
then, include housing, food, transportation, clothing, personal care,
medical, Social Security and disability payments, personal income taxes,
and miscellaneous expenditures.
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Asset computations have already been adjusted in a way which
ISSC estimates will decrease the valuation of home equity for the 78%
of applicants whose parents own a home--from the current average of
$17,082 to about $13,000. Home equity will no longer be based cn a
current market value estimate provided by the parents. Instead, if the
home was purchased prior to 1968, ISSC will apply a 1.2 multiplier to
the remainder, which assumes a 20% appreciation in home value. If the
home was purchased in 1968 or thereafter, no multiplier will be applied.
The impact for the average sized applicant family will be a reduction
of about $143 in expected contribution from assets. This change in
valuation will mean increased awards to some 4000 applicants currently
receiving partial awards. It will also mean that nonrecipients who were
previously within about $143 of winning an award may receive a partial
award.

Another question, however, is whether ISSC's needs analysis
procedure contains a reward for families which do not save. The family

which chooses to take a trip to Europe or buy a new car instead of saving
finds that its expected contribution from assets is reduced, and therefore
the State will pay a correspondingly larger share of college expenses.
On the other hand, the family which has invested the money may find that
it is eligible for less financial assistance.

It is recommended, therefore, that ISSC consider setting a
minimum expected contribution from assets. The minimum expectation could
be based on an estimated "reasonable" saving pattern determined by such
factors as the parents' age, income, and number of children. In order to
avoid unfairness, the minimum should take effect only above a certain level
of adjusted income.

Farm and small business families. A special problem in asset valuation
of concern in recent years was the treatment of farm assets. Three years
ago, ISSC made adjustments in its procedure for valuation of farm assets.
Figure 111-2 shows, for each income group, tho percentage of full-time
undergraduates from small business, farm, and other families who re-
ceived some NRA from any source. NRA now accounts for 19% of the re-
sources of students from farm families, compared with 18% for other
students. It would thus appear that ISSC's changes have had the effect
of overcoming this problem.

However, a similar problem appears to exist for students whose
families own small businesses. It can be seen in Figure 111-2 that these
students appear to he receiving less NRA than others (13% of resources
compared with 180). Furthermore, the children of small business men in
the second and third income groups ($5000-14,999) were less likely to
receive NRA than other students in those groups. This strongly suggests
that the valuation of family business assets is operating Jo deny NRA
to these students. In response to the IEFC survey, students in this
group were more likely than others to feel that needs assessments were
unfair to them (see Appendix 111-6). Because a small business on which
a family is dependent for support can he considered a "necessity asset,"
some adjustment in ISSC's need analysis procedure should be made to
correct this apparent inequity.
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Figure 111-2. NRA as a percent of full-time undergraduate student bud-
gets for farm, small business and all other families,
by parental income.
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Parents own a
small business
(Average = 13%)

Parents own a
farm

(Average = 19%)

All others
(Average = 18%)

Priorities for Change

To measure attitudes toward various changes which have been
proposed in the ISSC Monetary Award Program, the following question was
asked on the student survey:

Which one of the following changes in the Illinois State
Scholarship Commission Monetary Award Program do you think
is most needed? (Circle only the one you think most needed.)
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Extend eligibility to a maximum of 5 years
for completion of a bachelors degree.
(Current maximum is 4 years.)

Extend eligibility to students carrying at
least a half-time course load. (Currently
only full-time students are eligibl3.)

Increase award to students who can show need
for aid beyond tuition and fees (i.e., some
portion of living costs).

Change financial need requirements so that
more middle income students qualify.

Other

Percent of full-
time undergrad-
uates choosing
each as first
priority.

12%

6%

26%

SO%

7%

Half the respondents to the IEFC student survey believe the
most needed change in the ISSC Monetary Award Program is a change in
financial need requirements so more middle income students can qualify.
About a quarter of the respondents indicated the most needed change is
extending ISSC aid to cover costs beyond tuition anca fees.

Students who attend school only part-time picked support of
part-time students as their top priority 4 or 5 times as frequently as
full-time students. Married students also picked part-time eligibility
as their top priority more often than unmarried students, although aiding
more middle income students was still their top priority. There appeared
to be few differences in priorities by grade level or by school that
t qv not largely attributable to the effects of income.

Priorities by parental income level. As might be expected, the major
variable affecting response to the priorities question was poental income.
As shown in Table 111-9, two-thirds of students whose parents earn be-
tween $15,000 and $20,000 ranked increased aid to middle income students
highest, while for students from families earning less than $10,000, aid
beyond tuition and fees was most important.
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Table Percent of full-time undergraduates at public universities
choosing each of the following as top priority for change
in ISSC, by parental income level.

Under $5000-
$5000 9999

$10,000- $15,000-
14,999 19,999

Over
$20,000

Overall
Average

More aid to middle income 250 330 540 640 59% 50%

Aid beyond tuition & fees 36 36 26 15 20 26

5th year entitlement 21 17 10 10 9 12

Half-time students 12 7 4 3 5 6

"Other" 6 7 6 8 8 7

Source: IEFC survey of public university students.

Priorities of financial aid officers. A similar question on priorities
for change was included in the IEFC survey of financial aid officers.
Priorities differed considerably by type of institution, with responses
reflecting institutional interests. Thus, public community college aid
officers ranked aid to part-time students as the most important change,
while respondents from private institutions frequertly wrote in the
"other" category that they felt the award maximum should be increased.
Among public university financial aid officers, the top priorities were
aid beyond tuition and fees and fifth year entitlement. For FY 1975
the IBHE budget request--concurred in by the Governor--includes all of
these changes except aid beyond tuition and fees.

Conclusion. Within the public university system, various NRA programs
seem to be impacting so as to provide the greatest assistance to those
students with the greatest financial need. When the composition of stu-
dent budgets was examined, it was observed that the percent of budget
from gift assistance (nonrepayable plus parental r.ssistance) did not vary
greatly across income groups. Accordingly, the extent of effort being
made by students from self-help sources (work and loans) was not observed
to vary substantially.

There is, however, some question about the impact of NRA as
it relates to parental assistance. For students with parents in the $5000-
20,000 income ranges, parental assistance as a percent of current income
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appears to remain relatively similar at just under 5%. This amounts to a
tax rate which is basically proportional within this income range.

Parents in the highest income group (over $20,000) are provid-
ing the highest amount of assistance. However, as a percent of income,
the effort being made by these parents appears to be below average.

Despite the fact that students in the lowest income group are
receiving relatively more NRA, the parents of these students appear to
be making an above average effort in providing assistance. However, be-
cause only about one-third of the students in this lowest income group
are receiving any assistance from parents, care must be taken in drawing
any conclusions about this above average parental effort as it impacts
typically within this income group.

Changes occurring in several key need-based NRA programs should
provide a more progressive distribution of NRA next year. To some extent,
these changes should reduce the effort currently being made by low and
middle income parents in providing financial assistance.

The federal BEOG program, which began in AY 1973-74, provided
benefits only to full-time low income freshmen--the average award being
about $260. In AY 1974-75, full-time freshmen and sophomores will be
eligible, e- the average award is expected to increase to about $670.
When fully led, BEOG will provide up to $1400 in cash benefits to all
low income tergraduates, both full-time and part-time.

Important changes in the State's Monetary Award Program have
been made for next year which will make middle income students eligible
for more assistance. Most notable are the increases in the family main-
tenance allowance, which will mean a smaller expectation from family in-
come and the adjustment in the valuation of home equity. The increase in
maintenance allowance will affect primarily those families with incomes
over $9000. The adjustment in assessment of home equity will result in
a decrease in the expected contribution from family assets and will pri-
marily affect those students who are currently receiving partial awards
and whose parents own a home.

In addition to the changes in ISSC's need analysis procedure,
middle income students may receive SEOG funds under the new federal
guidelines which provide for a more liberal interpretation of financial
need.

To ascertain the real impact of these changes in State and
federal NRA programs, it is recommended that IBHE closely monitor student
budgets next year. Because it appears that many lower income parents
may be making an exceptional effort in providing assistance, particular
attention should be given to the impacts of these changes on parental
assistance to students from the lower income gruups (under $10,000).
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In order to improve the State's Monetary Award Program, several
recommendations have been made. A survey of nonwinners and nonacceptors
of ISSC monetary awards should be made each year. Only in this way can
the adequacy of the State's primary program of need-based assistance be
regularly assessed to insure that residents are not being denied access
to higher education because of financial considerations.

In the determination of financial need, asset valuation poses
a difficult problem. From the IEFC survey of public university students,
it appears that ISSC's procedures for valuing assets should be further
reviewed, particularly as they affect students from middle income families
who own small businesses.

ISSC should also try to insure better public understanding of
the need assessment procedures. One constructive step in this direction
was suggested in Chapter II--reducing the number of needs analysis forms
that students and their families must fill out. People have a better
chance of understanding the rationale underlying one form than of remem-
bering all of of the components of a number of forms. Indeed, the very
fact of having a multiplicity of different forms, all purporting to do
the same thing, suggests that there is something arcane, subjective, and
somewhat arbitrary about the procedure.

Another step would be more publicity about the factors consi-
dered and the results achieved by the need analysis procedure. The less
people know about the procedure, the more likely they are to consider
it unfair.

Also with regard to fairness, it is recommended that ISSC
tighten up its procedure for auditing information provided in the monetary
award application. At the very least, an automatic audit should be made
of applications submitted by those who have previously submitted fraudu-
lent information. Ultimately, a complete crosscheck with Illinois income
tax data should be made on all ISSC monetary award applications to insure
that information about income is being correctly reported.
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IV. STATE "NON-NEED" NRA PROGRAMS

As described in Chapter III, non-need NRA is nonrepayable as-
sistance which is awarded to students on the basis of some characteris-
tic or criterion other than demonstrated financial need. Such programs
typically are intended either as fringe benefits for various categories
of public service personnel or to provide financial incentives for stu-
dents to train for specific occupations. Some states, and a growing
number of private colleges and universities, also award nonrepayable as-
sistance on the basis of academic merit, but this is not done by the
State of Illinois. (Students responding to the IEFC survey indicated
that they would favor some merit-based aid as long as financial need
continued to play a role in determining the amount received.)

With the exception of the General Assembly waivers and the
nonstaff "institutional" waivers (see below) all Illinois non-need NRA
programs fall into either the fringe benefit or the occupational train-
ing category. During the academic year 1972-73, approximately $25 mil-
lion was awarded to Illinois students through non-need NRA programs.

Approximately $17 million was awarded under the various
statutory programs, which typically provide for tuition waivers at
public institutions. As will be discussed below, some statutory aid
programs provide for stipends at public and private institutions.
These are largely for the training of teachers in special education
areas and for the dependents of certain types of disabled or deceased
public service personnel.

In addition to the statutory programs, public universities in
Illinois may offer "institutional" waivers to ..mployees who enroll
in courses part-time and to undergraduate and graduate students. Pub-
lic universities waived tuition payments totaling nearly $8 million in
AY 1972-73, less than half of which went to undergraduate students.

Statutory Programs--Tuition Waivers

Statutory tuition waivers provided for in the Illinois School
Code must be used at public institutions. In AY 1972-73, a total of
$13,013,872 in statutory tuition waivers were awarded to public uni-
versity students under nine separate programme In addition, another
$3.3 million was awarded by ISSC to veterans at public community
colleges. Table IV-1 shows the breakdown by program for AY 1972-73.
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Table IV-1. Statutory tuition waivers to students in public insti-
tutions, AY 1972-73.

Type of Program and
Statutory Reference Number of Students

Military

Veterans
122:30-5

Children of Deceased or Disabled

Veterans (U. of I.) 144:30

24,155

472

:Alars Waived

$ 7,942,211

232,765

ROTC Scholarships
122:30-6 39 15,955

Subtotal, military 24,666 $ 8,190,931

Teachers

Teacher Education

122:30-1(a) (repealed, eff. 1/1/72) 15,219
122:30-1.1 (repealed, eff. 10/1/73)

Special Education

120:30-1(b) (teachers of handicapped) 611
Subtotal, teachers 15,830

Miscellaneous

6,784,752

270,824
$ 7,055,576

County Scholarships
122:30-6 (repealed, eff. 1/1/72) 440 214,192

Public Aid

122:30-14.1 (repealed, eff. 1/1/72) 15 5,928

Children and Family Services
23:5008 9 4,370

General Assembly Scholarships
122:30-9

Subtotal, miscellaneous

Total

1,788

2,252

42,780

842,875
$ 1,067,365

$16,313,872

Sources: I81IC, "Fall 1972 Public Senior Student Financial Aid
Report," 1973.
Illinois State Scholarship Commission Report, 1973.
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Military personnel. The largest single category of statutory tuition
waivers is those awarded to military personnel and their dependents.
A total of $8.2 million in public institution tuition waivers was
awarded under these programs during AY 1972-73.

As sh.wn in Table IV-1, the most important of these is the
veterans' waiver program. Eligibility for veterans' tuition waivers
at Illinois public colleges and universities extends to any person who:

(1) served in the armed forces during World War I or
any time after September 16, 1940;

(2) at the time of entering the service was a resident
of Illinois and returned to Illinois within six
months after honorable discharge from the service,
and;

(3) has resided in Illinois for at least one year im-
mediately prior to application for benefits.

This is the only statutory tuition waiver program which is open to stu-
dents at public community colleges. The Illinois State Scholarship
Commission administers the funds for about 15,000 veterans at community
colleges. Veterans are eligible for tuition waivers for the equivalent
of four years of full -time college work. Military waivers at the public
universities are administered by the institution.

In the community college system the amount of eligibility used
is carefully monitored, but in the public university system, there is
no uniform policy for monitoring use of military waivers. In some cases,
a student may simply submit his discharge papers to receive a waiver,
and no records are kept of the amount of eligibility he has already
used. This means that veterans at some schools may receive only the
four years to which they are entitled, while at other schools they may
continue to receive waivers for an unlimited period of time.

The School Code Section 30-5, "Scholarships to Veterans,"
states that "The scholarships authorized by this Section shall be paid
out of funds available to the State Scholarship Commission." However,
no funds are appropriated specifically for military waivers at public
universities. The universities simply provide a tuition "write-off"
for veterans whom they identify as qualifying for a military waiver.

It is recommended that funds be appropriated through ISSC
for military waivers at public universities, and that the same proce-
dures used for verifying eligibility and monitoring use at community
colleges be uniformly applied to veterans in public universities as
well. The money for this appropriation could be realized through a re-
allocation of funds currently budgeted to the public universites. Such
an appropriation would have amounted to approximately $4.6 million in
FY 1973.
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The IEFC survey of students provides some evidence as to how
veterans are financing their education and, specifically, the role of
NRA. Approximately 11% of the undergraduate respondents to the IEFC
survey of public university students were veterans. In order to qualify
for veterans' benefits through the federal program, students must meet
the eligibility requirements described in Chapter V. Veterans who did
not serve at least six months, or who served prior to 1955, or had already
used their thirty-six months of eligibility would not receive G.I. Bill
benefits. Under the Illinois program, veterans who did not meet the ser-
vice, residency, or other requirements listed above would not be eligible
for a statutory waiver.

Approximately 90% of the veterans responding to our survey
who indicated that they had sought educational benefits under either or
both federal and State veteran programs were successful in obtaining these
benefits.

Figure IV-1 shows the differences in reliance on various types
of funding between veterans and nonveterans. When NRA and par .Ital as-
sistance are combined, it can be seen that these two sources, collectively
labeled "gift assistance," account for approximately 35% of the funds
received by veterans from the five major sources, compared with 44% for
nonveterans.

Because veterans are older and have been financially indepen-
dent for an extended period of time, parental assistance plays a relatively
minor role in meeting college costs for the typical veteran. As can be
seen in Figure IV-1, parental assistance accounted for 2% on average of
the total funds for veterans, versus 28% for nonveterans. At the same
time, NRA plays a significantly greater role in the budgets of veterans,
accounting for 33% of total funds. For nonveterans NRA accounts for
about 16% of total funds received from the five major sources.

In terms of self-help (earnings from employment and loans),
it can be seen that these combined sources play a greater role in the
budgets of veterans, accounting for approximately 65% of their total bud-
gets. For nonveterans, self-help accounts for approximately 56% of funds
received from the five sources. While reliance on loans and summer earn-
ings is about the same for both groups, a significant difference occurs
in the case of earnings from school year employment. This source accounts
for approximately 29% of total funds received by veterans, versus 19% for
nonveterans.

It is interesting to note that 44% of the veterans who responded
to the IEFC survey of students said they thought veterans' benefits should
be based on financial need. (See pp. 61-62 for a further discussion
of these survey results.) This issue has been debated for some time. In
1973, the House passed a bill which would replace Illinois veterans'
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waivers with Veterans' Educational Opportunity Grants based on financial
need. The thrust of such a move is related to concern that some vet-
erans with high personal incomes are receiving tuition waivers from the
State and a minimum of $220 per month from the federal government to go
to college, while other students in Illinois cannot get enough aid to
attend at all.

Figure IV-1. How full-time undergraduate veterans are meeting college
costs.

Percent Contribution from Sources

Sources 0 10 20 30 40 50 60 70 80 90 100%

Parental
Assistance

NRA

Summer

Earnings

School Year
Earnings

Loans

2%

1.6%

28%

33%

30%

3196

7°0
06

19%

29%

111 Veterans

Nonveterans

Gift Assistance

Veterans = 35%
Nonveterans= 44%

Self-help
Veterans = 65%
Nonveterans= 56%

Source: IEFC survey of public university students.

While there are extensive arguments which could be developed
on both sides of this question, it will simply be noted that although
veterans in Illinois currently receive an estimated $95 million a year
in Statc and federal educational benefits, they also appear on average
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to do more than other students in the way of self-help to pay for their
education. Increases in federal veterans' benefits are currently under
consideration in Congress (see Chapter V), but such increases are pro-
posed to help offset increasing living costs and, unless a tuition: assis-
tance provision is added, would not affect the basic rationale for Illi-
nois veterans' tuition waivers.

Given the high degree of support for need-based aid among
student survey respondents (and the surprisingly high support among
veteran respondents), it might be well for the General Assembly to con-
sider further the addition of some financial need criterion. This would

not necessarily mean that a high income veteran would receive no educa-
tional benefits. A plan could be devised, for example, whereby all
veterans received a waiver for half of public institution tuition, and
the other half was made contingent upon demonstration of financial need.

Teacher education waivers. The second major type of statutory tuition
waivers was teacher education which provided $6.8 million for prospec-
tive teachers in public universities during AY 1972-73. This program,

dating back to the early 1900's, provided strictly nonrepayable assis-
tance until five years ago. In 1969 a teaching requirement was added
for all students who subsequently received a tuition waiver under this
program for any part of their education. After completing their train-
ing, participants were required to teach for two of the three subsequent
years or to repay the amount waived plus 5% interest. This converted the
program to something of a loan program repayable through either service
or cash. In September 1973, new legislation was passed to extend the period
from three years to five during which the two years of teaching obligation
could be fulfilled. By December 1973, those for whom the grace period had
expired or who had voluntarily decided to repay rather than meet the teach-
ing obligation had repaid $108,000.

In 1970 the U.S. Department of Labor and the Bureau of the
Census estimated that if we continued to produce teachers at the
existing rate, by the end of the decade we could have three million
more teachers nationally than the school system would need. Conse-
quently, after 1971 the State of Illinois stopped granting waivers
to new students under this program. The majority of those still in
the program will graduate by June 1974.

Other statutory programs pertaining to the training of
teachers are limited to special education fields, such as teachers
of children who are handicapped, gifted, or bilingual. These funds
can be used at private as well as public institutions and are de-

scribed below.

Miscellaneous. Among the remaining kinds of non-need statutory
tuition waivers (see Table IV-1), the General Assembly Scholarships
is the only program of size which has not already been repealed.
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This program enables each member of the General Assembly to desig-
nate each year two students--one to attend the University of Illinois,
and the other to attend any other State university designated by the
legislator. These students are exempt from tuition and certain fees
for a period of one year but can be renamed recipients for subsequent
years. If all of these waivers were awarded (currently 100 are un-
used) it would cost the State nearly $1 million pc. year. While
legislation has been introduced several times over the past few years
to repeal School Code section 30:9, so far none has passed.

Statutory Programs--Stipends.

In addition to the statutory waivers available for certain
categories of students at public institutions only, several smaller
statutory programs exist which provide stipends to students at public
and private institutions. These statutory programs which together
amounted to less than $1 million in AY 1973-74 are of several types.
The first is comprised of programs which provide incentives to per-
sons to enter areas of special education focusing on either (1) handi-
capped children, (2) gifted children, or (3) bilingual children. The
Office of the Superintendent of Public Instruction (OSPI) administers
the first two programs.

Handicapped. For AY 1972-73, OSPI awarded 233 traineeships and fellow-
ships totaling $485,204 to students who planned to work with handicapped
children. Upper division students are awarded traineeships up to
$1500 per year, while graduate students are eligible for fellowships
of up to $3000 per year. Participants are primarily training to work
with children who are maladjusted or mentally handicapped. After com-
pleting their training they are required to work in a special educa-
tion program for a half-year for each year that they received a grant.
Otherwise they may be required to repay the amounts received, plus
interest. According to OSPI, to date no participants have failed to
meet their teaching obligation.

Twenty-four Illinois colleges and universities participate
in this program, but half of the students are enrolled in four
schools (University of Illinois, Illinois State University, Southern
Illinois University, Car' ndale, and Western Illinois University).
The largest program at private institution is Northwestern's with
six fellows and trainees. Participating institutions receive $2500
per grantee per year to help defray the costs of special instruction.

Gifted. Until the current academic year, OSPI also administered
special training grants for prospective teachers of "gifted" children.
Up to sixty graduate fellowships per year of $2000 each were awarded.
Recipients were expected to work in gifted children programs in
Illinois for five years after completing their schooling. During
the period 1968-1973, 323 trainees at three universities (Northeastern
Illinois University, Southern Illinois University, Carbondale and
Edwardsville) received $178,288 under this program.
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Bilingual program. ISSC administers a program for bilingual students
and teachers (which made about 300 awards) for tuition and mandatory
fees (up to $1300 per year) in AY 1973-74. Eligibility is limited
to (1) full-time undergraduate students who do not speak English as
a primary language; and (2) teachers who do not speak English as a
primary language, are enrolled full-time, and wish to qualify for
Illinois teacher certification. Benefits may be used at public or
private institutions.

Other Statutory Programs.

ISSC also administers a small program which provides edu-
cational benefits for dependents (spouse and children) of military
personnel who were killed or permanently disabled (90-100%), declared
prisoners of war, or missing in action after January 1, 1960. Bene-
fits include tuition and mandatory fees for four years of full- or
part-time undergraduate or graduate study at any Illinois nonprofit
institution of higher learning. Currently budgeted at $12,500, this
program enrolled only four participants for AY 1972-73.

Similarly, ISSC administers a program for dependents (age
25 or under) of Illinois policemen, firemen and Department of Cor-
rections employees who were killed or permanently disabled in the
line of duty. Currently budgeted at $25,000, this program provides
tuition and fees up to $1300 per year for four years of full- or
part-time undergraduate study at an approved Illinois institution.

Institutional Waivers.

Public universities in Illinois are authorized to issue
tuition waivers to graduate and undergraduate students, and as fringe
benefits to academic and nonacademic staff members. Forty-eight per-

cent of the 13,867 institutional waivers awarded last year ($7.9 mil-
lion) went to university employees in accordance with guidelines estab-
lished by the Universities Civil Service Merit Board. Thirty percent

or 4180 institutional waivers went to undergraduate students and the

remaining 22% went to graduate students.

Specific categories of waivers such as talent (athletic,
music, arts) and foreign students exist on some campuses. (For AY

73-74, a total of $702,578 in athletic waivers alone were awarded at
eight public university campuses.)1 The Board of Regents2 has a

1 According to a report being prepared for the House Higher Education

Committee, State funds are not being used for athletic waivers at

the University of Illinois, Governors State University or Sangamon

State University.

- Governing board for Illinois State University, Northern Illinois Uni-

versity, and Sangamon State University.
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policy of awarding institutional waivers to undergraduates, not to
exceed 3.5% of the fall undergraduate full-time equivalent (FTE)

student enrollment, with consideration of financial need given top
priority. The Board of Governors) places limits on the numbers of
awards to be made for various categories of students (talent, foreign)
but does not stress a financial need criterion in its official policy.

Institutional waivers have been widely challenged because
there are no uniform criteria from campus to campus and because finan-
cial need is not always a factor. School officials have responded
by claiming that aid officers need some latitude, such as institutional
waivers, to help students who, for example, applied too late for other
aid, or who would not be eligible on the basis of parents' income but
are nevertheless needy because of extenuating financial circumstances.
To date, each of the four governing boards has their own policy--some-
times rather loosely articulated--and no move toward statewide uniform-
ity has been achieved. Some students complain that campuses have too
much discretion and can deny waivers without giving reasons. We recom-
mend that the Board of Higher Education study the institutional waiver
policies and behavior of the four systems and establish a uniform policy
to which all campuses must adhere.

Table IV-2. Undergraduate institutional tuition waivers (not includ-
ing staff benefits), AY 1972-73.

Numbers of
Undergraduate

FTE Percent of
Institution Waivers Enrollment Enrollment

Chicago State College 401 3,422 11.2%
Eastern 711inois University 328 7,780 4.2
Governors State University 36 667 5.4
Illinois State University 326 15,717 2.1

Northeastern Illinois University 279 4,343 6.4

Northern Illinois University 380 16,006 2.4

Sangamon State University 13 1,053 1.2

Southern Illinois University 1,321 26,038 5.1

University of Illinois 735 43,354 1.7

Western Illinois University 361 12,922 2.8

Totals 4,180 131,302 3.2%

Source: IBHE "Fall 1972 Public Senior Student Financial Aid Report,"
1973.

1Governing board for Governors State University, Eastern Illinois Uni-
versity, Chicago State University and Northeastern Illinois University.
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The Board of Higher Education did adopt a policy in December
1970 that, effective in AY 1974-75, funds would be allocated for under-
graduate institutional waivers not to exceed 2% of the fall undergrad-
uate FTE at each university campus. Table IV -2 shows the number and
percent of undergraduate institutional tuition waivers awarded for
AY 1972-73 by institution. Institutions which choose to exceed the 2%
figure adopted by the IBHE will, in the future, be required to fund the
additional waivers through internal reallocation.

Attitudes Toward Non-Need NRA.

Our survey of students asked whether they thought State aid to
veterans should be need-based. Surprisingly, 44% of the respondents who
were veterans said it should. Among nonveteran students, 81% said they
thought veterans' waivers should be based on financial need (see Table
IV-3). This attitude did not vary significantly by family income level.

Table IV -3. Student attitudes toward non-need aid to veterans.

Survey statement: State NRA programs which provide aid to veterans should
distribute aid on the basis of financial need.

Strongly Strongly Strongly Agree
Respondents Agree Agree Disagree Disagree and Agree

Veterans

Nonveterans

21% 23% 17% 39% 44%

30 51 13 6 81

The student survey also polled attitudes on the statement
"State NRA programs which provide aid to students majoring in parti-
cular fields such as health should distribute aid on the basis of
financial need." Seventy-one percent of the undergraduates re-
sponding to this question agreed uil strongly agreed. Fifteen percent
disagreed and 14% had no opinion. The student survey results appear
to indicate rather clearly that most students feel that all NRA pro-
grams should have some measure of financial need included in the de-
termination of eligibility.

Similar questions were asked of financial aid officers
throughout the state. When asked to agree or disagree with the
statement, "Public no-need aid programs are a good means of reward-
ing groups who have provided important public service (veterans,



-62-

children of policemen killed in the line of duty, etc.)," 72% of the
aid officers surveyed strongly agreed or agreed with the statement.
Similarly, more than half of the aid officers agreed that non-need pro-
grams are an important means of providing incentives for students to
enter occupations where there is a shortage of qualified personnel.

In expressing their attitudes about the distribution of
non-need versus need-based aid generally, there was a clear split
between the public and private sectors. Nearly 76% of aid officers
in the private sector thought non-need programs should be eliminated
and the funds transferred to need-based programs. Sixty percent of
the aid officers in the public sector disagreed with this position.
The split by sector clearly reflects the vested interests of each.
Out of a total of $25 million in State non-need awards all but $1 mil-
lion are restricted in use to public institutions.

Among our survey respondents, support for non-need NRA pro-
grams was limited primarily to financial aid officers at public insti-
tutions, with students and private institution aid officers generally
favoring some needs criteria. This suggests that proposals for new
categorical NRA programs, or for changes in existing programs, probably
should include a financial need component. Perhaps this could be
achieved by giving a fixed minimum amount to each eligible student with-
out regard to need, with additional amounts being determined on the
basis of demonstrated financial need.
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V. MAJOR IED7RAL NONREPAYABLE ASSISTANCE PROGRAMS

The federal government provides substantial nonrepayable assistance
to students attending colleges and universities in Illinois. While it is

difficult to be precise, estimates suggest that the federal government pro-
vides nearlz twice as much NRA to students in Illinois as does the State.
The State restricts its support to Illinois residents attending Illinois
institutions, while federal programs apply to the broader population of U. S.
citizens.

The IlliNois State Scholarship Commission provided $51 million
in need-based grants during AY 1972-73. In Chapter IV, we saw another
$25 million prciidcd through State statutory and institutional waiver
programs. This total of $76 million is less than the estimated funds
received through the G.I. Bill alone. Table V-1 provides an overview
of the magnitude of the five major federal nonrepayable assistance pro-

grams, showing the approximate dollar amounts received by college and
university students in Illinois during the latest year for which data are
available.

Table V-1. Federal nonrepayable assistance to students in Illinois colleges
and universities.

Type of Program

Veterans benefits
Social Security benefits
Manpower training grants
Basic Educational.

Opportunity Grants
Supplemental Educational

Opportunity Grants

Latest year for
which data are
available

AY 1973-74
AY 1973-74
AY 1972-73

AY 1973-74

AY 1973-74

1. Some small portion (probably less than
students at proprietary schools.

Estimated
expenditures

$87,000,000
26,000,000

19,500,000

8,000,0001

9,400,000

$149,900,000

5%) of these funds went to

As shown later in this chapter, the BEOG appropriation has nearly quadrupled
for AY 1974-75, and SEOG funding has remained the same.
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Non-need NRA

Veterans.1 The Veterans Readjustment Benefits Act of 1966 (Vietnam GI Bill)
provides education benefits for former armed service personnel who:

(1) served at least six months continuously on active
duty after January 1, 1955;

(2) served less than six months if service was ended
by a service-connected disability; and

(3) persons still in service, if they have had at least
six months of active duty.

Benefits will be paid for a maximum of thirty-six months but must be used
within eight years for those who were discharged after June 1, 1966. Month-
ly payments vary by the number of courses in which the veteran is enrolled
and the number of dependents he claims. The stipend for a full-time student
with no dependents is $220 per month, increasing to $261 for one dependent,
$298 for two, and so on.

Already the largest single program of federal student financial
aid, proposed increases in veterans' benefits are receiving major attention
in the current session of Congress. The House Committee on Veterans' Af-
fairs approved a recommendation from its Subcommittee on Education and Train-
ing to increase benefits 13.6% across the board and to extend the period of
eligibility from eight to ten years. Unless the eligibility period is ex-
te.,ded, benefits will begin to expire on June 1, 1974. The Senate Committee
on Veterans' Affairs has asked for a 23% increase in benefits, while the
Administration requested increases of only 8%. Hearings were held during
March, and action is expected by May 1974.

Social Security. Unmarried, full-time students between the ages of 18 and
22 who are eligible for Social Security benefits due to the death, disabi-
lity or retirement of a qualifying parent, may receive monthly checks to
help them attend school. According to the Social Security Administration,
more than 30,000 students in Illinois (including high school and proprietary
school students) received an average of $1300 per year in Social Security
benefits during calendar 1972. Students who have not received a bachelor's
degree or reached age 22 may receive monthly payments throughout the school
year--and during the summer if they plan to continue school during the next
year. Actual payment amounts vary according to several criteria, including
the student's earnings. Beginning in 1974, students will be allowed to
earn $2400 a year before there is any decrease in their benefit checks.

Manpower training grants. The principal federal agencies which administer

1
Re.. er to Chapter IV for a discussion of State aid to veterans and IEFC
survey data on how veterans meet college costs compared with non-veterans.
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fellowships, traineeships, and other training grants for manpower de-
velopment are: the Department of Health, Education, and Welfare (HEW),
the National Science Foundation (NSF), the Environmental Protection
Agency (EPA), and the Department of Transportation (DOT). HEW supplied
about 88% of the FY 1972 fellowship and traineeship moneys, which went
principally to graduate students in the life sciences. About half of
HEW's grants went toward medical and health-related programs sponsored
by the National Institutes of Health (NIH). Largely because of grants
received at the University of Chicago, Northwestern University, the Uni-
versity of Illinois (Urbana and Medical Center), Illinois ranked fifth
after New York, California, Massachusetts, and Pennsylvania. Nationally,

$388 million was spent in training grants in FY 1972, approximately
$19.5 million of which was spent in Illinois (see Table V-2).

Table V-2. Federal obligations to universities in Illinois for fellow-
ships, traineeships, and training grants, FY 1972.
in thousands.)

(Dollars

HEW NSF EPA DOT AEC1 Total

University of Chicago $ 6,491 $ 450 $ 0 $ 0 $ 3 $ 6,944

Northwestern University 2,984 305 201 178 3 3,671

University of Illinois
(Urbana-Champaign) 2,511 532 73 82 74 3,272

(Medical Center) 1,905 6 0 0 0 1,911

Other institutions 3,312 346 0 0 0 3,658

All Illinois institu-
tions $13,891 $1,293 $274 $260 $80 $19,456

1. Atomic Energy Commission

Source: National Science Foundation.
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Need-based NRA

Current federal need-based NRA programs include the Basic Educa-
tional Opportunity Grants (BEOG) and the Supplemental Educational Oppor-
tunity Grants (SEOG). Under the Higher Education Amendments of 1972, a
new program (BEOG) was established to make awards directly to students.
The Educational Opportunity Grants, which had been distributed according
to state allDtment on the basis of applications from institutions and in
turn awarded to low income students by the institutions, were renamed
Supplemental Educational Opportunity Grants.

BEOG. This program is intended to provide a floor for all other financial
aid programs, federal, State, institutional, and private. (See Appendix V-1
for BEOG application form.) Aimed at very low income students attending at
least half-time, the effective cut-off level is approximately $9,000 adjusted
gross income for a family of four. BEOG is not only intended to provide
support for those who need it most, but also to allow a freer r.hoice of in-
stitution because students are not dependent on the institution for awards.
Unlike Illinois NRA awards, many federal programs, incitding Basic Educa-
tional Opportunity Grants, can be used at private vocational (proprietary)
schools. Illinois students probably received between six and seven percent
(nearly $8 million) of the FY 1974 national allocation ($122 million).

1,rbolems. Confusion and insufficient information about the BEOG program
during its first year of operation, resulted in far fewer applications
than were anticipated by the February 1, 1974 application deadline for
AY 197374. In fact, by February only an estimated $80-85 million (about
70% of the appropriation) had been awarded, and the deadline was extended
to April 1. (Congress is expected to allow approximately $40 million in
unspent funds to carry over to AY 1974-75.) Undersubscription in the
BEOG program is blamed largely on its late start. Application forms and
procedures for the current year awards were not available until late last
summer.

Further, the test of financial need used this year was relatively
stringent. Fifty-five percent of all applications nationally were rejected.
Unlike ISSC, BEOG took into account all parents' assets which were individ-
ually valued at $500 or more (cars, boats, jewelry, cameras, televisions,
etc.). Adjustments are being made in the need test for AY 1974-75, and
the valuation of "luxury assets" has already been eliminated. In addition,
pressure is being brought to bear by financial aid officer organizations
and the National Student Lobby to streamline the application process by
reducing the number and complexity of the forms students and their fami-
lies are required to submit.

Survey. The IEFC survey of financial aid officers at Illinois institutions
of higher education asked several attitudinal questions about BEOG. Table
V-3 shows specific responses from aid officers at all institutions and the
percent who 'agreed" or "strongly agreed" with each statement by type of
institution. Overall, the survey revealed a general pessimism about the
BEOG program. This may be due to a disagreement with the principles
underlying the program or to frustration with poor administration of the
program during its start-up phase.
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In any event, nearly half of the financial aid officers surveyed
disagreed that the shift toward direct aid to students--rather than through
institutions--is better for students. Nearly three-fourths of the aid
officers thought the BEOG program will make campus planning more difficult.
At the time of the survey (October 1973), only 15% of the aid officers
statewide thought the BEOG program was likely to be fully funded within a
year or two. Three-fourths of the aid officers thought the net impact of
the program would be a reduction in federal aid to students in higher
education.

SEOG. The Supplemental Educational Opportunity Grant program was designed
to provide grants to students of exceptional financial need through the in-
stitutions they attend. Needy students, attending at least half-time,
may receive grants up to $1500 per year but not more than $4000 for four
academic years, or $5000 if a fifth year is required. USOE guidelines for
this program have been somewhat liberalized this year to allow more middle
income students who can demonstrate need to receive SEOG assistance. In
Illinois for the academic year 1973-74, it is estimated that about 14,360
students at 123 institutions) (including proprietary schools) will receive
a total of $9,982,3502 under the SEOG program. In terms of total dollars
received and number of students aided by the SEOG program, Illinois ranks
third after California and New York. A summary by institutional type is
presented in Table V-4.

Table V-4. Supplemental Educational Opportunity Grants in Illinois
for AY 1973-74 by type of institution.

=10

Number of
Institutions

Number of
Students
(est.) Amount

Average
Award
(est.)

Percent
of

Dollars

Public Senior 13 4,548 $3,152,054 $693 31.6%
Private Senior 49 3,838 2,673,100 696 26.8
Public CC Districts 38 4,309 2,996,656 695 30.0
Private Junior 4 821 569,341 693 5.7
Private Vocational 19 843 591,197 701 5.9

Total 123 14,359 $9,982,348 $695 100.0

Note: All of the senior institutions and all of the public community
college districts are receiving federal aid under this program.

Source: U. S. Office of Education, Region V Office, Chicago.

1
Community college districts are counted as "institutions" by the U. S.
Office of Education (USOE).

20riginal requests from Illinois institutions for SEOG funds totaled $26.7
million The USOE panel which reviews institutional applications for
student aid approved $24,7412,017 for SEOG in Illinois. Nationally, only
45% of the panel-approved funds were available (appropriated by Congress),
which resulted in an across-the-board reduction t, just under $10 million.
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Outlook for federal funding. With the inception of the BEOG program, a
tug of war has developed over funding levels for the various federally
supported student assistance programs. The Administration has placed its
primary backing behind the student-based BEOG program. Congress, partly
in response to the higher education lobby, has backed the longer standing
campus-based assistance programs (SEOG, NDSL, and College Work-Study). In

terms of actual funding for AY 1973-74, Congress appears to have exerted
the greater influence, with BEOG funded at $122 million compared to $622
requested by the Administration. Funding for the other three established
programs remained relatively unchanged from the previous year's level.
As a result of the limited funding of BEOG for this year, awards have been
limited to full-time freshmen, with the maximum award being $452 compared
to the statutory maximum of $1400.

The BEOG appropriation for AY 1974-75 has nearly quadrupled to
$475 million. With the increased funding, both full-time freshmen and
sophomores will be eligible, with the maximum award expected to be about

$1050. (The average award is expected to be about $670 compared to $260
currently.)

The tug of war between student- and campus-based programs can
be expected to continue. In its latest budget message to Congress, the
Administration has proposed that the BEOG program be fully funded for AY
1975-76. (This would require a FY 1975 appropriation by Congress of $1.3
billion for expenditures in AY 1975-76.) Corresponding to the increase in
BEOG funding, the Administration proposes to eliminate the campus-based
SEOG and NDSL programs and to cut College Work-Study funds by approximately
$20 million to a level of $250 million. While BEOG funding may be expected
to increase for AY 1975-76, it seems unlikely that Congress would be will-
ing to approve the elimination of the SEOG and NDSL programs.
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VI. FEDERAL AND STATE STUDENT LOAN PROGRAMS

Over the past ten years, loans have become increasingly impor-
tant in financing a student's education. Publicly supported programs
provided approximately $50 million to students enrolled in two- and
four-year Illinois colleges during AY 1972-73. (This does not include
borrowing by Illinois residents attending proprietary schools or schools
outside the state, or borrowing outside of public loan programs.) With

its growth in importance, student borrowing has been scrutinized both
in terms of its general suitability as a source of student funding and
in terms of the effectiveness of specific loan programs.

Critics often view borrowing a poor second cousin to other
funding sources, best used as a last resort. Specifically, loans are
felt to be unsuitable because of inequi les ,hat result when some stu-
dents are required to accumulate a sizeable debt while in college.
It is argued that these students are at a distinct disadvantage after
college, having less freedom of choice in choosing among vocations
and living standards because of the repayment obligations they as-
sumed while in college. Because students from low income families
depend more heavily on loan financing, this additional burden is viewed
as having an undesirably regressive impact. On the other hand, pro-
ponents of loan programs argue that 'ran financing provides the means
of financial access for some student, and enhances their freedom of
choice in the higher education "market place."

Specific loan programs are often critized on the grounds
that they provide inadequate funds. Many students who would otherwise
borrow are unable to do so because of insufficient student loan money.
As will be seen below, this shortfall particularly affects students
from middle and upper income families. Default rates are also a source
of much criticism. To the extent that future obligations attached
to student loans are not strictly enforced, it is argued that student
borrowing will be subject to considerable misuse at the expense of
public tax dollars.

In the analysis which follows, attention will focus particu-
larly on the operation of the two public loan programs, the federal
National Direct Student Loan program and the Illinois Guaranteed Loan
Program. Both programs will be discussed in detail in order to provide
an understanding of how they are funded, how they are administered,
what the eligibility criteria are, and what the default experiences
have been in these programs. Using the results of the IEFC student
survey, Chapter VII then examines the current role of loan financing
in terms of how it impacts on different groups within the pltblic senior
university system.
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Given the possibility that over time students will be in-
creasingly called upon to finance a greater share of their college
costs, the role of loan financing in providing students with the
ability to meet an expanded obligation is likely to become increasingly
important. Accordingly, Chapter VIII considers various ways by which
loan financing can be made a more viable source of assistance. It
examines ways in which a more adequate and stable supply of student
loan money can be achieved, as well as methods for promoting use of
loan financing among students.

The National Direct Student Loan (NDSL) Program.

The NDSL program was created under the National Defense Edu-
cation Act of 1958 to provide low interest loans to students with demon-
strated financial need and carrying at least a half-time course load.
The program is campus-based, with loans administered directly by the
college financial aid office.

Funding for the program is provided primarily by the federal
government, with the amount of new federal capital each year being
determined by appropriation. For the past three fiscal years, the
level of national funding has remained unchanged at $286 million. Of
the total annual appropriation, 90% is allocated among the states on
the basis of the ratio of higher education enrollment within the state
to total U. S. enrollment. The remaining 10% is distributed so that
no state will receive less than its FY 1972 allotment.

The state allotment is in turn distributed among participat-
ing institutions primarily on the basis of relative need as demonstrated
by information provided to the federal government. For the current year,
the Illinois allotment is being distributed among 110 institutions.

All of the public and private senior institutions and about
half of the public end private two-year colleges are participating in
the program. Table VI-1 illustrates the distribution of new federal
NDSL money among Illinois institutions for AY 1973-74.

It should be noted that the amount of new federal NDSL money
for Illinois in AY 1973-74 falls considerably short of that recommended
by the U. S. Office of Education (USOE) panel which reviews the requests.
For the current year, Illinois institutions requested nearly $40 mil-
lion in NDSL contributions. The USOE panel recommended that approxi-
mately $30 million be provided, but only $13.5 million was actually made
available.
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Table VI-1. 1973-74 NDSL funding for Illinois (new federal capital
contributions).

Dollar Number of
Type of Amounts Number of Students

Institution (000's) Institutions (estimated)

Public Senior $ 4,784.8 13 10,626
Private Senior 6,424.2 48 14,253
Public Junior 1,365.3 26 3,020
Private Junior 159.7 4 353
Other 779.7 19 1,720

Total $13,513.7 110 29,974

Source: USOE

Evidence of inadequate NDSL money was provided from the IEFC
survey of college financial aid officers (FAO's). In response to the
statement, "Adequate loan funds have historically been available through
the NDSL program," over 80% of the public and private senior FAO's and
60% of the two-year FAO's disagreed or strongly disagreed with the state-
ment.

Participating institutions are required to provide matching
funds equal to 1/9th of federal contributions. In addition to new
federal capital, institutions are able to recycle money received from
repayments of past NDSL loans. It is estimated that nationally $150-
200 million is currently being recycled in the NDSL program. Approxi-
mately 100 institutions in the country have converted their NDSL pro-
grams completely into revolving fund operations. For the past several
years, the Nixon administration has tried unsuccessfully to shift the
entire NDSL program into a revolving fund status.

As noted above, the NDSL program was designed to provide loans
to students who could demonstrate financial need. Institutions must
use an approved procedure to analyze each student's need, and in the
analysis family income counts heavily. A student may borrow up to
$10,000 over the period of his undergraduate and graduate education.
According to the latest regulations, a student may borrow up to $2,500
during his first two undergraduate years and a total of $5,000 over the
time it takes him to complete a bachelor's degree. The amount borrowed
in any one year cannot exceed the amount of financial need demonstrated
for that year.
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NDSL loans carry a three percent simple interest charge and
are repayable over a ten-year period. An individual accrues no interest

on his loan while in school and is not obligated to begin repayment
until nine months after finishing school. Under certain conditions
loan repayment may be deferred (for example, while in the armed forces
or VISTA), and part or all of the loan may be canceled if the individu,

engages in certain specialized areas of teaching.

NDSL delinquency. It is widely believed that loan delinquencies in the
NDSL program are a serious problem. However, because very little infor-
mation on defaults is made public by USOE, it is difficult to be speci-
fic about the extent of the problem.

We were able to obtain a copy of a 1969 USOE report on NDSL
collections and delinquencies for the period 1958-68 (see Appendix
VI-1). According to the report, the NDSL delinquency rate in 1968 was
8.9%. When only accounts past due for more than 120 days were.counted
as delinquent, the delinquency rate for 1968 dropped to 5.9%.

It appears that USOE chose the "best" possible method from
their point of view for calculating the rate of delinquency in the NDSL
program. The method involves the following steps for computing the
NDSL delinquency rate for FY 1968:

1. Determine the value of delinquent payments in FY 1968
(payments that became delinquent in FY 1968 plus pay-
ments which became delinquent in past years and con-
tinue to be delinquent). For FY 1968 delinquent pay-
ments equaled $21,000,000.

2. Add to FY 1968 delinquent payments:

(a) the total of NDSL payments received from the
beginning of the program (FY 1959) through
FY 1968 ($143,060,000);

(b) the total of NDSL cancellations for FY 1959
through FY 1968 ($61,806,200); and

(c) the value of payments that were deferred in
FY 1968 ($10,623,000).

3. Divide 1 by 2 to determine the NDSL delinquency rate
as of FY 1968 ($21,000,000 divided by $236,594,200
or 8.9%).

Because delinquent payments in a given year are made relative to tota'
payments received from the beginning of the program through that year,

the method seems questionable
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An alternative method, and one which seems more reasonable,
would relate delinquent payments in a given year to payments received
in that year. For example, in 1968 $72.8 million in NDSL payments were
due. Of that amount $25.1 million were received as cash collections,
$16.9 million were "received" as teacher cancellations, and $10.6 mil-
lion were "received" as deferred payments (these last two items repre-
sent payments in service rather than cash). The balance of $21.1 mil-
lion represented delinquent payments not accounted for by cash collec-
tions, cancellations or deferrals.

When the ratio of delinquent payments ($21.1 million) to total
payments due ($72.8 million) is calculated, the rate of delinquency
which results is 29%. When only those payments past due for over 120
days are included in the calculation, the delinquency rate drops to
about 21%.

A variation on this method would relate the number of 1968
accounts which were delinquent to total NDSL accounts which were in a
repayment status. Computed on this basis, the delinquency rate in
1968 is estimated to be 22% (or 14% if only accounts past due for 120
days are included). The fact that the delinquency rate is lower when
computed on the basis of number of accounts as opposed to dollar value
of payments suggests that delinquency may be greater among borrowers most
heavily in debt to the NDSL program.

This alternative method may, to some extent, overstate the
actual rate of delinquency in 1968 because some of the delinquent pay-
ments and accounts may represent legitimate but unreported deferrals
and cancellations. However, it seems reasonable to conclude that the
problem of delinquency is much more serious than shown by the USOE cal-
culations. Moreover, the fact that more recent information on NDSL de-
linquency has not been made available by USOE suggests that the situa-
tion has not improved since 1968.

Some of the factors which have been idenLified as contribut-
ing to the serious default problem in the NDSL program are: (a) in-
adequate federal enforcement efforts, (b) the lengthy repayment period
attached to NDSL loans, and (c) insufficient emphasis on repayment
obligations when loans are made by the institutions.

The Illinois Guaranteed Loan Program (IGLP).

This program is the other major source of loan money available
to Illinois residents. It was instituted in 1965 in response to the
federal Higher Education Act of that year. Under this Act, various
kinds of federal support were provided to insure that adequate student
loan funds would be available through private lenders. Because low
income students were already being served by NDSL, the guaranteed loan
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programs affected by the 1965 Act were targeted primarily on students
from middle and upper income families.

There are several variations in the way these programs operate
at the state level. In Illinois, the program is called the Illinois
Guaranteed Loan Program (IGLP) and is administered directly by the
State through ISSC.

To be eligible for an IGLP loan, an individual must:

*be a U. S. citizen and an Illinois resident;

*be enrolled as a full-time student (as of June 1, 1974
ISSC will extend eligibility to half-time students);

*be enrolled at an approved college, university, or voca-
tional school (as determined by either USOE criteria or
a recognized accrediting agency) either within or outside
Illinois; and

*be pursuing a program leading directly to a degree or
certificate.

The program limits borrowing to $1,000 for ea freshman year,
$1,500 for the sophomore year, and $2,500 each academic year thereafter
including graduate study. A student is allowed to borrow a total of
$10,000 over his academic career, and borrowing in any one year cannot
exceed the amount of educational expenses incurred in that year, minus
amounts received from other financial assistance programs.

The student borrower must pay 7% simple interest on his IGLP
loan and must begin repayment within nine months after he ends his full-
time student status. Except where deferrals are allowed (for example,
vhile he is in military service), the loan must usually be repaid with-
in five years, with minimum monthly payments of $30.

Table VI-2 shows IGLP loan activity for calendar years 1969
through 1972. From August 1966 through December 1972, nearly 130,000
students made IGLP loans totaling over $232 million. Table VI-3 shows
how these loans were distributed among institutions.

1
Prior to 1972, lenders were required by ISSC to limit the maximum repay-
ment period to 5 years (excluding time allowed under certain deferrals
such as military service). In October 1972, ISSC notified lenders that,
subject to lender discretion, all new loans could have a ten year maxi-
mum repayment period. However, lenders have not acted to lengthen the
repayment period on most loans because according to ISSC's 1974-75
Program Information Manual, "the usual repayment period [on IGLP loans]
will be approximately 60 months (5 years)."
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Table VI-2. IGLP loans for 1969 through 1972

Calendar
Year Students Dollars

1969 37,672 $39,551,040
1970 36,412 40,620,533
1971 38,316 42,273,051
1972 34,329 38,084,010

Source: ISSC Report, April 1973

Table VI-3. IGLP loans distribution by institutions

Type of
Institutions Students* Dollars

Public Senior 65,547 $121,075,095
Private Senior 37,804 73,576,300
Public Junior 4,028 4,344,196
Private Junior 1,996 2,536,954
Vocational 8,522 9,275,622
Not Known 11,622 21,357,390

*Number of students who borrowed at least once under the IGL Program
Source: ISSC Report, April 1973

App17ximately 89% of the loans made over this period were to
undergraduate students, and about 74% of all borrowers were attending
schools located in Illinois. Slightly over half of the dollars loaned
between August 1966 and December 1972 went to students whose families
hae -ljusted annual incomes greater than $7500.1 The balance went to
eit. indepo..dent students or those with lower family incomes.

lAdjusted family inc-.le is equal to total pre-tax income minus a 10%
deduction and an e'.emption allowance for each family dependent equal
to that allowed in computing the individual family income tax. Hence,

for AY 1973-74, a family of four with an adjusted income equal to
$7500 would have an unadjusted income equal to $11,667.
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The Illinois Guaranteed Loan Program depends entirely on pri-
vate lenders to provide loan funds. There are currently nearly 1,000
private lending agencies participating in the program. Around three-
fourths of these are banks, and the rest are savings and loan associa-
tions and credit unions.

Loans made by private lenders under the program are "guaran-
teed" by the State and federal governments. By the terms of the guaran-
tee, a lender is reimbursed by the State for the outstanding principal
and interest on a loan which has gone into default if: (1) the loan has
been in default for over 120 days; and (2) the lender has shown "due
diligence" in attempting to secure payment during the 120 days. Due

diligence is evidenced by the lender's having sent at least two letters
and made at least one telephone call during the period. Under the Illi-
nois program, the federal government reimburses the State for 80% of
the principal on defaulted loans.

The federal contribution to the program also includes a
"special allowance" to lenders, which amounts to an add-on to the 7%
interest rate charged to student. The add-on has averaged 111% since
1969, and over the past several quarters it has been 21/2%.

The federal government na. also attempted to promote private
participation in the program by sionsoring the Student Loan Marketing
Association (known as "Sallie Mae"). A quasi-private corporation,
3a)lie Mae is intended to provide greater liquidity in the guaranteed
loan market. Sallie Mae is currently operating as a "warehouse" for
guaranteed student loans. Lenders who make guaranteed student loans
can borrow from Sallie Mae, using their student loan holdings as col-
lateral. This arrangement allows lenders to largely offset the loss
in liquidity that results from making guaranteed loans. Because
Sallie Mae only began operating in the Fall of 1973, its impact on the
guaranteed loan program is still uncertain.

State role. In addition to its commitment to guarantee defaulted loans,
the State's role in the guaranteed loan program includes monitoring the
program to insure that loans are being made according to the State and
federal guidelines. Every IGL° loan is subject to final review and
approval by the ISSC Loan Division. For the past several years, this
review process has involved nearly 35,000 applications annually.

Because financial planning by students and their families re-
quires rather precise knowledge about the availability of funds from
various sources, it is important that requests for IGLP loans be pro-
cessed as quickly as possible. Conversion to a new computer service
and the imposition of new federal 1.gulatio s this year seriously af-
fected the efficiency with which loan applications were processed at
the beginning of this school year. The ISS," Loan Division reports that
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these problems have been resolved and that turn-around on applications
it receives (the time from receipt of the application to notification
by mail of approval, rejection, or need for additional information)
currently takes about a week to ten days.

The ISSC Loan Division is also responsible for informing
lenders about changes in IGLP guidelines. Each Spring, the staff of
the Loan Division conducts seminars for lenders in IS to 17 cities
within the state. The ISSC staff estimates that half of the lenders
who participate in the IGL Program are contacted through these annual
seminars. Beyond this, little regular and systematic contact is made with
participating lenders. At one time a monthly news letter was distributed
to lenders but it has been discontinued. Because uncertainty among
lenders about IGLP is generally recognized as a serious deterrent to
their participation, it would seem that communications between ISSC and
the lending community should be conducted on a more frequent and regular
basis. Revival of the monthly news letter would seem desirable. Beyond
this, serious consideration should be given to a permanent field repre-
sentative as part of the Loan Division's staff. Without regular per-
sonal contact with lenders, it would seem at best difficult to know
precisely what information lenders lack and, more importantly, the
extent to which they are acting on misinformation about the program.

The third major responsibility of the ISSC Loan Division in-
volves loans that have matured to a repayment status. Much of the
Division's time and effort is directed at this phase of the operation.
Out of a nonclerical staff of fourteen, ten are primarily involved in
default and collection activities. Of course, the primary concern in
this phase of the operation is to insure that loans subject to repay-
ment are in fact repaid. Table VI-4 shows the extent of actual defaults
through 1972.

According to a 1972 ISSC report, lack of financial means to
make payments is the least serious cause of defaults. The report notes
that in most instances, the borrower's repayment schedule can be re-
arranged (either by the lender or by ISSC when the lender files a
default claim) to fit the ability of the student to fulfill his obliga-
tion. The report contends that student attitude and ignorance about
loan obligations are the primary causes of default. In this regard,
it is significant that nearly one-half of loan default!. are due to

students not signing the required pay-out note, once their status as
full-time students has ended. Without this pay-out note, the loan can-
rot he converted to a repayment status and it goes into default.

ISSC efforts to minimize defaults can be characterized as
both preventive and corrective. By way of prevention, ISSC assists
lenders in keeping current information on the status of past borrowers.
Each Spring a questionnaire is sent to past borrowers who have not
sought additional funds and whose loans are not yet in a repayment
status. (A copy of the questionnaire can be found in Appendix 1'1-2.)
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Table VI -4. IGLP defaults through 1972.

Number 9f
Loans

Number of
Matured
Loans 2

Number of
Defaultqd

Loans'
Default
Rate

Entire Program 129,519 60,196 3,342 5.56%

Illinois 4-Year Colleges:
Public 55,954 26,083 980 3.76%
Private 23,925 10,387 463 4.46%

Illinois 2-Year Colleges:
Public 6,467 2,393 256 10.70%,
Private 1,343 686 171 24.93%'

Illinois Vocational Schools 5,784 3,457 847 24.70%6

Hospital schools of nursing
and allied health schools 1,098 467 9 1.93%

Out-of-state schools 34,949 16,796 717 4.27%

1 Number of loans is equivalent to number of students who borrowed one or
more times through the IGL Program.

2. Number of student loans repaid or subject to repayment.

3. Number of student loans subject to repayment and against which a
default claim has been paid (claims resulting from disability and
death not included).

4. The ratio of number of defaults to number of matured loans.

S. Eighty-five percent of defaults were from one school (Central YMCA).
When this school is excluded from the computation, the 2-year private
default rate drops to 6.19%.

6. Fifty-eight percent of defaults were from one school (Chicago School of
Dental Assisting). When this school is excluded from the computation,
the vocational school default rate drops to 12.7%.

Source: ISSC summary of default statistics (January 1, 1?7:).
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Because default is likely to increase significantly when an extended
gap occurs in communications between a lender and borrower, this effort
by ISSC has been an important factor in minimizing IGLP defaults.

Also by way of preventing defaults, ISSC attempts to minimize
students' misunderstanding about their obligations in making a
guaranteed loan. In the past, many defaults resulted from differences
between borrowers and lenders in interpreting these obligations. ISSC
has prepared a "Statement of Responsibilities" which in simple language
explains to the student the conditions attached to the loan. ISSC

explains the purpose of the statement (which is signed by the borrower
and lender) as an "attempt by the agency staff to 'quality control'
the interview at the lending institution and reduce the number of de-
faults which are caused by substantive student/lender disagreements."
A copy of the statement can be found in Appendix VI-3.

As another preventive measure,ISSC offers a pre-claim service
under which a lender notifies ISSC when a payment is 60 days past due.
ISSC then provides assistance to the lender in attempting to secure
payment. ISSC reports that the pre-claim service has been about 50%
successful in preventing potential defaults from proceeding to an actual
default status subject to a lender's claim for reimbursement.

When a default does occur and a lender requests reimbursement
on the outstanding principal, ISSC first checks to insure that the lender
has shown due diligence in pursuing payments on the loan. Total claims
paid by the State on defaulted loans from FY 1968 through FY 1973
amounted to approximately $6.5 million. 9f that amount, $3.8 million
was reimbursed by the federal government, leaving a net cost to
the State of $2.7 million.

Once a claim has been approved, the Collections Division of
ISSC attempts to renegotiate payments on the defaulted debt. Among
the fifty states, Illinois' is the only large guaranteed loan program
which does not use the services of private collection agencies in
attempting to secure repayment on defaulted loans. Although directly
comparable data are not available, IGLP's collections performance does
not appear to be out of line with other state programs.

For defaults other than those caused by death or disability,
the actions taken by the ISSC collections staff include regular phone
calls and letters to the borrower, his family, past and present em-
ployers, and the school he atIrmded. If the borrower persists in de-
fault, credit bureaus vre advised of the individual's default status,

1
The reimbursement agreement with the federal government became ef-
fective in August 1969. As noted earlier, by this agreement the
federal government reimburses the state for 80% of the principal on
defaulted loans (100% for claims resulting from death and disability).
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and in rases where there is clear evidence that the individual is
capable of repaying his loan, litigation is pursued through the
Attorney General's office. ISSC reports that of fifteen legal judg-
ments made on IGLP defaults, all have been decided in favor of ISSC.
There are currently 40 to 60 default cases against which legal action
is being taken.

ISSC indicates that they are successful in making contact
with about 50% of individuals who have defaulted on their loans. For
those cases where contact is made, they estimate a 35% success rate in
negotiang repayments on defaulted loans. When repayments are re-
ceived on defaulted loans, 80% of the collections are returned to the
federal government to cover its share of the reimbursement, and the
state retains 200.
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VII. BORROWING BY PUBLIC UNIVERSITY STUDENTS

While very general information is available on the extent
to which loan financing is being used by various groups within the
higher education community, there has been relatively little analy-
sis by ISSC or others about why the use of loans varies among students.
More specifically, there has been no systematic inquiry about how
demand and supply factors affect different types of students. From

the IEFC student survey, it is possible to gain some insight about
these phenomena and their impact on students within the public uni-
versity system for the current school year.

Comparison of borrowers and nonborrowers. In order to determine

how borrowing relates to assistance received from nonloan sources,
the full-time undergraduates in our sample were separated into two
groups--those who indicated they had borrowed for the current
school year and those who indicated they had not. There were 450
students in the borrower group and 1655 in the nonborrower group.

For both groups the information on amounts received from
the five major sources (parental assistance, nonrepayable assistance,
earnings during the school year, earnings during the summer, and
loans) was examined to determine the average amount received per
student from each source. Table VII-1 summarizes this information
for the two groups. For purposes of illustration, it has been
assumed that the average nonborrowing student receives a total of
$2400 from the five sources) Using this total, the estimated
amounts received from each source have been computed for nonborrowers
nd borrowers. A detailed explanation of the method used in this
analysis is provided in Appendix VII-1.

Parental Assistance and NRA. For the typical student in the borrower
group, it can be observed that assistance received from parents was
about one half of that received by nonborrowers. Because of the high
correlation between parental assistance and parental income, it fol-
lows that a higher percentage of students in the borrower group came

1The format in which the student survey information was provided did not
allow direct estimates of actual dollar amounts. The typical college
cost budget for resident students in Illinois public universities is
estimated by ISSC and campus financial aid officers to be about $2500.
For commuters the typical budget is estimated at about $2100. Using
these figures, a weighted average college cost budget fog the full-
time undergraduates in our sample (approximately 75% resident and 25%
commuter) has been computed at about $2400.
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from low income families. However, the typical borrower receives
over one and a half times as much NRA as the nonborrower, and this
largely neutralizes the effect of the difference in parental assis-
tance on the need to seek funds from other sources. (The possible
effect of the difference in parental assistance on the perceived
need to borrow will be discussed below.) On balance, total assis-
tance from parents and nonrepayable programs received by the typical
borrower amounted to 94% of the assistance received from these two
sources by the nonborrower.

Table VII-1. Sources of assistance for borrowers and nonborrowers.

Average
amount

received by
nonborrowers 1

Average
amount

received bx
borrowers'

Ratio of amounts
received by
borrowers to
nonborrowers

Parental assistance $ 696 $ 376 .54

Nonrepayable assistance 384 630 1.64

Earnings during school year 528 470 .89

Earnings during summer 792 689 .87

Total of nonloan sources 2400 2165 .90

Loan assistance 0 883

Total of all sources $2400 $3048 1.27

1. Based on IEFC student survey information and an assumed total
of $2400 from all sources (see Appendix VII-1 for more detail).

2. Product of columns 1 and 3.

3. Based on IEFC student survey information (see Appendix VII-1 for
more detail).

Source: IEFC survey of public university students.

Employment. The typical borrower receives less from both school year
and summer employment. Expected school year earnings for borrowers
equaled about 890 of earnings expected by nonborrowers. While approxi-
mately the same percentage of students from both groups indicated
they }u part-time jobs, a higher percentage of nonborrowers indi-
cated they were working over 20 hours per week (44% versus 31% of
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borrowers). To some degree, then, the decision to borrow appears to
depend on the extent to which students are willing to work during
the school year. It should also be noted, however, that while 79%
of the nonborrowing students who sought part-time jobs were success-
ful in obtaining employment, only 73% of the borrowing students who
sought employment were successful. Hence, the trade-off between
school-year earnings and borrowing was not voluntary in all cases.

Differences in earnings from summer employment were even
more significant. A typical borrower's summer earnings equaled only
87% of the typical nonborrower's. It appears that this difference
can be largely explained by the higher summer unemployment rates
experienced by borrowers. While nearly the same percentage of
students in both groups indicated they sought summer work, only 74%
of the borrowers who sought work were successful in obtaining it,
compared to 91% of the nonborrowing group. Thus, for some students
the inability to obtain summer employment appears to contribute to
their need to borrow.

All nonloan sources. When borrowers and nonborrowers were compared
in terms of total assistance received from the four nonloan sources,
the total for borrowers amounted to 90% of that for nonborrowers.
It appears, therefore, that the use of loan financing does relate
directly to assistance received from other sources. Furthermore, it
seems that while in some cases the trade-off between borrowing and
other sources may be voluntary, there are also cases where the need
to borrow is caused by an inability to raise adequate funds from
nonloan sources.

Excessive burrowing. While in general the case can be made that the
need to borrow stems from a lack of adequate nonloan assistance, the
student survey data also suggests that the extent of actual borrow-
ing exceeds this real need. As was just noted, the total of nonloan
funds for the typical borrower amounted to only 90 percent of the
average amount received by a nonborrower. However, when funds from
borrowing are included, the typical borrower's budget from the five
sources exceeds that of the nonborrower by about 27 percent. Using

the example in Table VII-1, the typical borrower's budget is approxi-
mately $600 greater than that of the nonborrower. In effect, the

amount borrowed is about $600 more than requir to equalize the
average budgets of the two groups.

The survey information was examined to determine whether
borrowers as a group might have some characteristics which would
'suggest a greater real need for funds. No significant differences were
observed between the two groups regarding such variables as living
with parents, marital status, children, or spouse's income. Thus,
it does not seem likely that borrowers actually have a 27% greater
need for funds than do nonborrowers.
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There are several alternative explanations for the observed
differences in the two budgets. Since the typical borrower receives
significantly less assistance from parents and summer employment,
he must depend more heavily on NRA, school year employment and
loans. In terms of financial planning, NRA and school year employ-
ment may be characterized as more uncertain sources of funding than
summer employment and parental assistance. Whereas prior to the
beginning of a school year, a student can be fairly certain about
assistance that will be provided by parents and summer employment,
amounts received from NRA and school year employment may not be
known until after the school year begins. Accordingly, the typical
borrower, who is more dependent on the uncertain sources, may hedge
against the possibility of receiving less than is needed from them
by negotiating a loan which ultimately proves larger than necessary.

Of course, it is also possible that some students are consciously
overstating their need to borrow money for reasons unrelated to un-
certainty about other sources. These students may simply be attempting
to use the student loan market as a source of credit, providing
funds for expenses not related to their education. Checks against
this type of abuse have been incorporated into the loan application
procedure. In order for a loan to be approved, the student's school
must estimate the student's actual need for loan financing. In
making this estimate, the school compares expenses that the student
will incur during the school year to funds received from all nonloan
sources. Again however, because funds received from nonloan sources
must often be estimated when the loan is being negotiated, the
school may estimate nonloan assistance conservatively to insure that
students seeking loans for legitimate purposes are not forced out
of school for lack of funds.

One solution to the problem of overborrowing related to
uncertainty would be to parcel out loans over the course of the
school year rather than in a lump sum at the beginning of the year.

Under a system of multiple disbursements, the student's actual need
for loan money could be monitored during the year, and if his need
diminished, disbursements could be reduced accordingly.

NDSL loans are currently subject to multiple disburse-
ments, usually at the beginning of each semester or quarter. How-

ever, the student's need for loan money is not generally monitored
in a systematic manner to determine if disbursements should be
adjusted in response to changes in need. In most cases, it is left

to the student to report changes in his budget. While it may be

reasonable to expect students to voluntarily report changes which
evidence greater need, it seems unlikely that they will report changes
which indicated a reduced need for NDSL money. Only in the extreme

case where a student leaves school are disbursements automatically

adjusted downward (to zero).
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In the IGL Program, loans are disbursed in a lump sum at
the beginning of the school year. Once a loan has been approved
by ISSC, the lender sends a check for the total amount of the loan
to the school, which in turn presents it to the student once he is
officially enrolled. It is not possible to make subsequent adjust-
ments to loans, even if the student leaves school during the year.1

Because IG,P loans are a private arrangement between
student and lender, there is a question whether the school or the
state has the legal right to regulate the disbursement of approved
loans. Furthermore, because of the additional administrative costs,
it is very doubtful that lenders would be willing to make adjust-
ments to loans based on changes in a student's budgetary needs, or
to originate loans on a quarterly rather than yearly basis. As will
be discussed later, one possible solution to the problem of excessive
borrowing is to have the State assume the role of direct lender.

Loan Use by Family Income Level

As noted earlier, the use of loan financing is much greater
among students from low income families than among stuctents from
middle and upper income families. Column 1 of Table VII-2 shows
the percentage of students in each income group who borrowed for this
school year. The percentage drops from 360 of the students from

the lowest income group to 8% of those in the highest income group.
Correspondingly, it was observed that loan financing accounts for
approximately 13% of the funds received from the five major sources
for students in the lowest income group, but only 3% for the average
student in the highest income group. Column 2 indicates that demand,
as measured by the percent of students who indicated they sought a
loan for this year, was significantly greater among students in the
lowest income group.

It was found that, for all income levels, borrowers were
receiving less from the four nonloan sources than were nonborrowers.
However, the extent of the differences and the reasons for them appear
to vary significantly by income level.

1

ISSC has recently initiated a pilot program at Southern Illinois Uni-
versity at Carbondale in which some "high risk" students are negoti-

ating loans on a quarterly basis. Effectively, this amounts to a
system of multiple disbursements designed primarily to avoid excessive
borrowing in its most extreme form. Preliminary results are not yet
available.
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Table VII-2. Percentage of borrowers by parental income group.

Estimated
Parental Income

Under $5,000

Ratio of number
Students Students obtaining to
obtaining seeking number seeking
a loan a loan a loan

(N = 175) 36% 37% .97

$5,000-9,999
(N = 357) 30% 37% .81

$10,000-14,999
(N = 698) 18% 27% .67

$15,000-20,000
(N = 437) 17% 25% .68

Over $20,000
(N = 281) 8% 15% .53

Source: IEFC survey of public university students.

Borrowing by low income students. Among students from the two lowest
income levels, borrowers indicated they were receiving less parental
assistance than nonborrowing students. However, the role of parental
assistance was so small among low income students generally that this
difference probably did not significantly affect the decision or need
to borrow. Moreover, because borrowers received somewhat more non-
repayable assistance, differences in parental assistance between the
two groups were largely neutralized. The use of loan financing by
low income students seems to depend primarily on differences in
earrings from employment. A higher percentage of low income borrow-
ers sought school year employment than nonborrowers, but as a group
they were less successful in obtaining work. Only 67% of those who
sought part-time work were successful in obtaining a job, versus 76%
of low income nonborrowers. Hence for some low income students,
borrowing is apparently related to inability to obtain school-year
employment.
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However, it was also observed that only 23% of low income
borrowers who had part-time jobs were working over twenty hours per
week compared to SS% of the low income nonborrowers. For all full-
time undergraduates in our sample, approximately 37% of those work-
ing during the school year indicated they worked over twenty hours
per week. Hence, the decision to borrow among low income students
also appears to relate directly to the degree to which these
students are willing or able to work during the school year, with
low income borrowers as a group making a below average effort, and
nonborrowers making a significantly above average effort.

In terms of summer employment, it appears that many low
income borrowers were simply unable to secure summer jobs. While
for low income nonborrowers the success rate in obtaining summer
work was about 91%, only about 80% of the low income borrowers who
sought summer work were successful in obtaining it. Hence, lack of
summer employment opportunities among some low income students
appears to contribute directly to a need to borrow.

Borrowing by middle and upper income students. For the three upper
income groups, differences in parental assistance, rather than
earnings from employment, seem to distinguish borrowers from non-
borrowers. While 7!50 of the nonborrowing students in these income
groups indicated they were receiving parental assistance, only 57%
of the borrowing students indicated they were receiving assistance
from parents. Moreover, of those receiving assistance, 74% of the
nonborrowing students indicated receipt of over $500, versus only
44% of the comparable borrowing students.

For students in the middle income group ($10,000-15,000)
the difference in parental assistance was largely offset by differ-
ences in NRA. Hence, with no significant differences in earnings
from employment between the two groups, the total funds received
from the four nonloan sources were not significantly different for
borrowers and nonborrowers. In general, therefore, the use of loan
financing by middle income borrowers may be largely explained by
uncertainties about whether adequate funds will be obtained from
other sources to compensate for the lesser amounts of parental

assistance being received.

For the two highest income levels, borrowers received
slightly mot: NRA than nonborrowers. However, the amount re-
ceived by students in these income groups was generally so low
that the slightly higher amounts received by borrowers were not
adequate to compensate for the significantly lower amounts of
parenta' assistance they received.
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Because higher income families ire generally better able
to provide assistance, it appears that borrowing by these students
depends primarily on the willingness of parents to provide assis-
tance and, to some extent, on the decision of the students to seek
parental assistance. Borrowing by upper income groups can thus be
characterized as a discretionary means of financing an education
(that is, the family has chosen to borrow rather than to pay college
expenses out of current income), whereas at the lower income levels
borrowing appears to be an actual or perceived necessity.

Access to loan money. Column 3 of Table VII-2 indicates that students
from low income families were much more successful than middle and
upper income students in obtaining loans for this year. While
students in the lowest income group who sought a loan were nearly
100% successful in obtaining one, students in the highest income group
were only slightly more than 50% successful. Hence, the observed
differences in the extent of loan use among income groups were de-
termined not only by demand factors but also by supply factors, or
access to student loan money.

For many middle and upper income students, borrowing would
have played a larger role in financing their education if they had
been able to get loans. It is very likely that for many of these
students, greater assistance from parents was necessary to compen-
sate for the lack of loan money.

To understand why middle and upper income students were
less successful in obtaining loans, it is necessary to consider the
operation of the two public loan programs. It was noted earlier
that the NDSL program was created specifically for students from

Table VII-3. Access to NDSL loan money by income group.

Under
$5000

$5000-

9999
$10,000-
15,000

$15,000-
20,000

Over
$20,000

Success rate* 84% 740 56% 280 300

NDSL loans as
a of all
loans 68% 50% 32% 13% l2%

*Ratio of students who obtained an NDSL loan to students who sought
an NDSL loan.

Source: IEFC student survey
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low income families. To be eligible for an NDSL loan, financial
need must be demonstrated, and family income cr .ts heavily in
assessing need. Since the chances of obtaining an NDSL loan are
much greater among students from low income families, much of the
bcrrowing among these students originates through the NDSL pro-
gram. This is shown in Table VII-3, where row 1 indicates, for
each income group, the success rates in obtaining NDSL loans.
Row 2 indicates the percent of total loans originating from the
NDSL program for each income group.

In the earlier discussion of the Illinois Guaranteed Loan
Program, it was noted that the intent of the program was to insure
that all students who needed to borrow had access to loan money.
In particular, because no public loan program existed to meet the
needs of middle and upper income students, IGLP program was intended
to fill this void. Table VII-4 shows by income level how success-
ful students in the IEFC survey were in obtaining IGLP loans for
this year.

Row 2 of the table indicates that IGLP loans were a
relatively more important source of loan money for middle and upper
income students. However, when the success rates shown in row 1 are
considered, it appears that significant numbers of middle and upper
income students are being denied access to IGLP as well as NDSL loans.

Table VII-4. Access to IGLP loan money by income group.

Under $5000- $10,000- $15,000- Over
$5000 9999 15,000 20,000 $20,000

Success rate*

IGLP loans as
a % of all
loans

580 67% 51% 58% 46%

24% 34% 46% 56% 42%

*Ratio of number of students who obtained a loan to the number who
sought a loan.

Source: IEFC student survey.
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IGLP decline. There are no comparable data to determine if the situ-
ation depicted in Table VII-4 is consistent with past years. How-
ever, IGLP loan activity dropped sharply in 1973, suggesting that
the program was particularly ineffective last year. Table VII-5 shows
the extent of that drop in terms of the number of loans originated in
1973 and the total dollar volume of loans made.

Table VII-5. IGLP loan activity.

% change
1971 1972 1973 1971-73

Number of loans 35,865 33,147 24,801 -31%

Dollar volume of
loans (000s) $41,830 $39,071 $31,707 -24%

Source: ISSC reports

The decline in guaranteed loan activity in 1973 corresponds
to a decline which was experienced nationally and stems primarily
from changes in federal guidelines. The Education Amendments of
1972 changed the eligibility criteria for federal interest subsidies
on guaranteed loans. Previously, any student from a family with an
adjusted gross income of $15,000 or lessl was eligible to have the

interest on his IGLP loan paid by the federal government during the
period he maintained his status as a student. As of March 1, 1973,

however, all applicant must undergo a needs analysis to determine
eligibility for the interest benefits. The procedure for assessing
need is essentially that used in federal programs which are aimed
specifically at students from low income families. The result has
been that most middle and upper income students do not qualify for
interest subsidies.

It should be noted that only eligibility criteria for the
interest benefits were changed, not criteria for the guaranteed 1,)ans

themselves. However, there is widespread agreement that the precipi-
tous decline in guaranteed loan activity relates directly to the

lAs noted earlier, an adjusted family income of $15,000 for a family
of four corresponds to an unadjusted income of around $20,000.
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new interest subsidy provision.1 While no systematic analysis is

available, it appears that the new interest provisions have affected
both student and lender attitudes about guaranteed loan programs.

It is argued that oecause the procedure for obtaining a
loan is now more complicated, many students are discouraged from even

applying. To qualify for the interest benefit, students and their
families must now provide a detailed accounting of their financial
situation (see Appendix VII-3 for a typical needs assessment form).

Moreover, because many mime and upper income students are not
eligible for the interest benefits, their cost of borrowing is con-

siderably higher than it would have been under the old provisions.

For example, a student who borrowed $1,000 for each of four academic

years must now pay a total of $700 in interest costs while in school

if he is not eligible for a federal interest subsidy.

While students may be discouraged from participating due

to the more complicated procedure and the higher interest costs, the

impact of the new provision on the willingness of lenaers to partici-

pate is considered by some to be an even more serious problem.

oecause the new procedures are more involved, the lenders' adminis-
trative costs have increased so as to reduce the profitability of

IGLP loans. There are more factors to be considered in determining
the terms of the loan, and, in the case of unsubsidized loans, there

are additional costs involved since these students must be individually

billed for interest while they are in school (as opposed to bulk bill-

ing to the federal government in the case of subsidized loans).

While ISSC reports a substantial increase in the percentage
of unsubsidized loans made in 1973, the majority of these unsubsi-

dized loans went to students who had borrowed in the past. Apparent-

ly, the lending community feels some obligation to make such loans

to past customers, but is reluctant to initiate unsubsidized loans to

new customers.

1The new interest benefit provisions were briefly implemented in
197', from July 1 to August 18. There was a dramatic decline during

that period in guaranteed loan activity nationally. In Illinois,

volume dropped to a level of about $2 million in July and August of
1972 compared to a level of about $10 million during the same period in

1970 and 1971. Final implementation was subsequently delayed until
March 1, 1973 in the hope that more lead time would avoid any major
disruption in the program.
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A more important deterrent to lender participation has been
confusion about the new provisions. Under the current procedure, the
student's institution makes a recommendation to the lender about the
amount of the IGLP loan which it feels should be subject to federal
interest benefit. On the IGLP application form (see Appendix VII-2),
the space for the school recommendation (Item 77) is identified as
"school recommendation for guaranteed loan." In fact, however,

Item 77 is supposed to indicate, not the amount of the total loan,
but the amount that should be considered for interest benefits. For

many middle and upper income students the amount indicated in Item 77

will be zero. That is, the school recommends on the basis of the
needs analysis that no part of the loan be made eligible for the
federal interest subsidy. The school is not recommending that the
loan be denied.

Many lenders, unaware of the exact nature of the new federal
guidelines, have app, ently interpreted Item 77 literally and have
refused to make the loan. If the lending community fully understood
the new guidelines, they would understand both that the school's
recommendation applies only to the interest benefits to be attached to
the loan and that they even have the right to lverride the schools'
recommendation about the interest benefits. Tf the lender felt that

the student's financial conditions warranted :t, they could apply
full interest benefit even if the school recc mnded none.

ISSC was aware of the potential confusion that Item 77
would create. However, because the wording ,Tiginated directly from
the specific legislation in the Education Amendments of 1972, USOE
would not allow State agencies to alter the obviously misleading word-
ing.

ISSC has attempted to correct the situation by holding
emergency seminars for bankers in a number of cities and by mailing
special followup instructions to all lenders. However, the misunder-
standing has seriously hurt the program.

Lender tolerance for changes in IGLP policies may be further
tested this year. Congress has passed a bill which would effectively
reinstate the old interest subsidy provisions. However, the bill has not
yet been signed by the President. While a return to the old provisions
may restore the willingness of students to participate, it is not clear

that lenders will return to the program. According to ISSC, many
lenders feel that their participation this year has had a negative
effect on their relations with bank customers. Certainly a bank that

denies a loan (either because of misinformation or unwillingness to
incur the increased administrative costs) or provides a loan with-
out federal interest benefit does little to strengthen its relations
with customers. Hence, even if these conditions are changed through
legislation, lenders have become wary of the program and may limit
their future participation in order to avoid similar problems in the
future.
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Summary of loan use analysis. Several major conclusions have evolved

from this analysis of loan use by full-time undergraduates in the

public university systen. First, those students who were able to

borrow for this school year appear to be receiving less total assis-

tance from nonloan sources than is the case for nonborrowers. Hence,

borrowthg seems to be a response to inadequate funds from other

sources. In some instances this trade-off between loan and nonloan

sources is probably voluntary. But for some students borrowing

appears to be necessary to compensate for an inability to raise

sufficient funds from other sources.

While the findings suggest that a real trade-off does exist

between the use of loan financing and funds provided from nonloan

sources, they also suggest that the extent of borrowing significantly

exceeds that which is required to compensate for deficiencies in funds

provided from other sources. One explanation for this apparent over-

borrowing is that borrowers are more dependent on sources such as

earnings during the school year and nonrepayable assistance. With

respect to financial planning, these latter sources can be charac-
terized as more uncertain than parental assistance and earnings
from summer employment. Accordingly, to avoid the risk of having
less money than is needed to cover their college expenses, students
who borrow may negotiate loans which eventually prove larger than
necessary.

Somewhat paradoxically, at the same time that overborrow-
ing is occurring, there appears to be a lack of adequate loan money
available from current loan programs. In particular, many middle
and upper income students who are not eligible for NDSL loans, are
also being denied access to IGLP loans. Students from the city of

Chicago and from rural areas were particularly unsuccessful in ob-
taining loans this year. Of those who indicated they sought an IGLP
loan, only 36% of the students from Chicago and 40% from rural
areas indicated they wore successful in obtaining loans. Students

from other regions (Chicago suburbs, other cities, and towns over
5,000) were between 50% and 60% successful in negotiating IGLP loans.

The principal factor in explaining the 31 percent drop in
the number of IGLP loans between 1971 and 1973 was the imposition of
new federal guidelines governing student eligibility for federal

interest subsidy benefits. These new regulations have served to
discourage students frail seeking IGLP loans and, more importantly,
they have served to discr,urage participation by private lenders in

the program.



-95-

VIII. IMPROVING STUDENT LOAN PROGRAMS

Chapters VI & VII identified a number of problems with exist-
ing student loan programs. These include overborrowing by some students
and inadequate Eccess for others. In addition, the serious decline in
IGLP volume this year raises important questions about the viability of
the existing State loan program. This chapter analyzes various possible
responses to these problems.

Overborrowing. In terms of the current Illinois Guaranteed Loan Program,
it would seem that ISSC could make a greater effort to insure that over-
borrowing is kept to a minimum. In this regard, the information pro-
vided by students and their financial aid officers should be more care-
fully scrutinized to be sure not only that the information is complete,
but also that the estimates of educational costs and assistance from
nonloan sources are realistic.

As noted earlier, the timing of loan applications often pre-
cludes knowledge about funds which will be provided from nonloan sources.
However, ISSC is in a somewhat better position than schools to estimate
available nonloan funds. For example, the Scholarships and Grants Di-
vision of ISSC, which administers the monetary award program, has infor-
mation about whether the loan applicant has also applied for a monetary
award. It would seem reasonable for ISSC's Loan Division to act on this
information in assessing a loan request and, in cases where a decision
on the monetary award application has not been made, to delay acting on
the loan until the monetary award decision has been made.

It would also seem advisable for ISSC to establish criteria
for identifying what may be excessive borrowing. In establishing criteria
for evaluating the reasonableness of loan requests, it is possible to
use statistical techniques to establish norms for individuals having
similar characteristics. Such techniques_are used by the Internal Revenue
Service to establish criteria for identifying over-deductions on indi-
viduals' income tax returns. Any request which exceeds the statistically
determined norm could be identified for closer examination. While it
may be unreasonable to expect any review process to completely eliminate
overborrowing, such a process can be expected to significantly reduce
the extent of overborrowing.

Promoting lender participation. Any solution to the problem of inade-

quate loan money depends critically on decisions which are made in Wash-

ington about the interest benefit provisions. Congress has sent to the

President a bill th4t would effectively reestablish the old interest
benefit provisions. However, the Administration has reportedly taken

1
The compromise measure which has been approved by Congress would allow
students from families with adjusted annual incomes of up to $15,000 to
obtain loans up to $2000 without undergoing a needs test to qualify for

interest benefits while in school.
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a rather negative attitude about the interest benefit provisions and in
recent hearings has even proposed their elimination. Hence, it is not
clear that the principal cause of the 1973 decline in IGLP volume will
be eliminated.

Moreover, as noted earlier in Chapter VII, the effect of the
current interest benefit provisions on the lenders' attitudes may persist
even if the old provisions are reinstated. It would seem, therefore,
that a concentrated effort is called for on the part of the State to
promote lender participation in IGLP. Such an effort requires most im-
portantly that lenders have a complete and accurate understanding of
the program.

It is widely recognized that any funding source, whether it
provides credit or direct grants, operates most effectively when un-
certainties are kept to a minimum. Accordingly, IGLP lenders should
be kept regularly informed about specific regulations governing the
program, and also about various aspects of the program's performance
(for example, the impact of the program on Illinois students, the
default experience of the program in terms of claims honored, and ISSC
efforts to minimize defaults).

The most obvious source of such information is ISSC's Loan
Division. It would appear that a regular newsletter from ISSC to IGLP
lenders, plus a capability for maintaining regular personal contact
with lenders, would be essential in fulfilling this need. In its

budget request for FY 1975, ISSC has requested two new professional

staff positions to be "assigned to lender relations to motivate partici-

pation in IGLP program and respond to processing /regulation question."

It is recommended that this budget request be approved.

Cost allowances for lenders? To the extent that increasing adminis-
trative costs are serving to discourage lender participation in IGLP,

it may be necessary for the State to help defray these costs. ISSC

has the authority created by the Illinois Higher Education Student
Assistance Law (Section 30-15.10 Par. 9) to provide such assistance.
Specifically, the law states that the Commission, in furtherance ,f a
guarantee program, has the power "to pay to eligible lenders an ad-

ministrative cost allowance in such amounts, at such times, and in
such manner as may be prescribed by the Commission." ISSC has

exercised this power only once, in FY 1970, vifin $995,639 in special
allowances were distributed among lenders. Since FY 1970, no ad-
ditional special allowances have been made by the Commission, and
it has requested no funds for this purpose for FY 1975. While ISSC
reports that there are serious problems involved in determining an
equitable distribution of such allowances (e.g., large lenders can
achieve considerably greater economies in administering student
loans and therefore have less justification for such allowances), the
possibility of renewing the special allowance as a means of promoting
lender participation should be explored.
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Use of State deposits? Another area in which the State can act to
encourage lender participation is through deposits of State funds in

Illinois banks. The State Treasurer's office currently allocates
State funds to be held as time deposits in Illinois banks (excluding
the five major Chicago banks) on the bases of the interest rate
offered and the extent of a bank's participation in making "public
service" loans. (See Appendix VIII-1 for a list of public service

loans.) According to the State Treasurer's office, student loans
receive the greatest weight among the various public service type
loans in determining the distribution of State funds among banks.
However, no analysis has been done to determine the extent to which a
bank's participation in the student loan market affects the amount
of State deposits it is awarded. Only when such a determination is
made can the potential of this policy variable in encouraging greater
bank participation be assessed. It is recommended that the Treasurer's

office undertake such analysis.

Direct State lending? The preceding discussion focused on ways in
which the current loan program, operating directly through private
lenders, could be strengthened. There are several possible alterna-
tives to the current loan program which would allow the State to act
more directly in assuring a viable student loan program. Direct

State lending is one such alternative.

Under a system of direct State lending, the State could raise
sufficient funds through its bonding power to insure that the supply
of student loan money was at all times adequate to meet the need for
student loans. Moreover, under a direct State loan program, the use
of loan money could be more carefully monitored to limit the problem
of overborrowing. The State could decide to absorb the additional

administrative cost associated with such monitoring (e.g., by dis-
tributing loans in multiple disbursements or by negotiating loans on
a quarterly or semi-annual basis) in order to eliminate costly abuses.

Even under a system of direct State lending, the funds
would ultimately be provided through the private capital market.
However, because the administrative cost of raising funds through State
bonds would be much lower than the sum of the costs associated with
negotiating individual student loans under the current system, the
State is in a position to raise funds more economically.' Hence, the

State could attract a larger market from which to borrow and raise the
the necessary funds at a cost below that currently being paid by

lIn this respect, the concept of direct State lending to students is
similar to bond banks which operate in some states. Under a bond bank
operation, a state government raises capital through the bond market
and in turn loans it to local governments. One of the advantages of
such a system is that the administrative costs of borrowing are sig-
nificantly reduced for local governments because each locality does
not have to originate its own series of bonds.
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students who borrow individually through IGLP. In turn, the differ-
ence between the cost of borrowing to the State and the interest
charged to students could be used to defray the State's administra-
tive costs.

A system of direct State lending could operate under the
federal reinsurance program and be subject to the same federal reinsur-
ance commitment as the current IGLP. The interest benefit subsidies
would also be available under a direct State lending program. In adminis-

tering such a program, it would probably be necessary to have a loan
representative located on each eligible campus. Presumably, a member
of the financial aid staff at the campus could serve in this capacity.
Central authority for administering a direct State program should pro-
bably be placed under the auspices of the 1SSC.1

A number of states have moved or intend to move toward
direct State lending. Texas has operated such a program since 1966.
Michigan and Minnesota are in the process of creating such programs,
which are being viewed currently as a supplement ;.nd not a substi-
tute for their current loan programs.

ISSC has proposed to do a feasibility study of direct State
lending. The findings of the IEFC staff suggest that such a study is
in order and that it should consider:

*how such a program should be funded (revenue or gen-
eral obligation bonds);

*potential conflicts with federal guidelines governing
the guaranteed loan program;2

*the net operating costs of such a program to the State,
comparing them to the costs of the current program;

*how student loans could be best administered under such
a program; and

1There is of course, the possibility of making the schools themselves
direct lenders. A number of private universities, including North-
western University, are currently operating as direct lenders. The
University Finance Corporation of the First National Bank of Chicago
has been active in making wholesale loans to these schools which in
turn lend to individual students.

2

For example, OMB circular A-70 of September 1972, which seeks to
eliminate federal guarantees of state and local government obliga-
tions, apparently is intended to apply to federal guarantees of
state direct lending programs. However, implementation of circular
A-70 would require action by the Congress.
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*whether it should replace or supplement the current
system.

If ISSC should recommend against direct State lending or
for only a supplementary program, ISSC should explain how the current
IGLP system can provide adequate loan funds over the next five to
ten years. This would require ISSC to: (1) project student demand
for loans over this period and (2) justify the expectation that the
private lending community will supply enough loan money to meet this
demand.

The need for such a study is clearly evidenced in this
IEFC staff report. Many middle and upper income students are current-
ly being denied access to IGLP loans. Furthermore, while it appears
that the need for loan financing among low income students is current-
ly being met particularly through the NDSL program, that program has
remained relatively static over the past several years, and efforts
continue to be made to cut back on the federal commitment to it.
Hence, there is a distinct possibility that the State loan program
may be called on to serve a larger clientele in the near future.

Beyond these immediate needs, it seems clear that as the cost
of obtaining an education continues to increase, and with real limits
on the extent to which student assistance can be provided from parents,
work, and nonrepayable programs, loan financing will become an increas-
ingly important means of financial access for many students. According-
ly, it is est;untial for the State to act now to determine whether its
guaranteed loan program will he able to fulfill this expanded role.

The need to promote the use of loan financing. The discussion thus far
has focused on problems associated with the supply of student loan money.
Consideration must also be given to issues relating to student demand
for loan money. As the costs of obtaining a higher education increase
over time and students are expected to finance a larger share of the
costs through self-help, the role of loan financing in meeting an
expanded self-help responsibility is going to increase. But even if
the State is successful in insuring an adequate supply of loan money,
it is not certain that students will automatically turn to borrowing
as a means of financing their education.

Our survey reveals that the majority of students prefer to
meet their self-help commitment through work rather than loans. For
example, it was observed that students typically assume a greater
self-help commitment after the freshman year. The tendency to work

Parental assistance drops from 360 of the funds received from the five
major sources in the freshman year to approximately 20% in the senior
year. Meanwhile, the role of nonrepayable ac:oistance remains un-
changed between the freshman and senior years. This indicates that
students are assuming a greater self-help :ommitment as they become
upper classmen.
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rather than borrow is indicated by the fact that the importance of
loan financing remains relatively unchanged across grade levels, but
the earnings from school year employment ircrease from 120 of college
cost budget for freshmen to 26% for juniors and seniors.

The preference for school year employment over borrowing as
the means of meeting an expanding self-help commitment was further
evidenced in the responses to Question 16 of the survey. That question
(which is examined in greater detail in Chapter X) asked the students
what the likelihood was that they would take certain actions if
tuition at public universities were increased by $500 next year. (The

choices they were offered included dropping out of school, transferring
to another school, and seeking additional assistance from parents.)
In response to "I would seek a bank loan to cover the additional
costs," 38% of the full-time freshmen, sophomores and juniors,
indicated that they were likely or very likely to take this action.
However, 78% of these students indicated that it was likely or very
likely they "would try to earn the additional money through part-
time employment."

While answers to such a hypothetical question are only
suggestive, the responses to Question 16 do reinforce the notion
that, as a group, students prefer work over borrowing as a means of
financing their education. While these observations suggest that
every effort should be made to maximize financial assistance avail-
able through work programs, it must be recognized that there are
limits to the amount of assistance that can be provided through
such programs (see Chapter IX). Hence, as students are confronted
with a greater self-help responsibility over time, efforts also
must be made to promote the use of loan financing among students.

Expanded information effort? There are several means inr which that
cal be done. First, a greater effort could be made to inform students
about the existing State guaranteed loan program. While the liter-
ature which is provided by ISSC describing its programs includes a
description of the IGL program, ISSC's overall public information
effort appears to place primary emphasis on its Monetary Award Pro-
gram.

Because most young people will not have had any first-hand
experience with borrowing prior to becoming students, a special effort
to educate them about loans as a means of financing an education seems
necessary--especially if the role of borrowing is to be significantly
expanded. Just as in the case of lenders, uncertainty among students
about the IGL program may be expected to deter their participation
in the program. In this regard, it is significant that while only
38% of the full-time freshmen, sophomores and juniors in the IEFC
sample indicated they would be likely co seek a loan if confronted
with a $500 tuition increase, approximately 55% of those who had used
loans indicated they would seek an additional loan. This substantial



difference in response patterns suggests that the likelihood of using
loan financing is directly related to students' understanding of or
experience with borrowing.

Lengthen repayment period? it is also possible to promote borrowing
by making the terms of loans more appealing. The fact that a number
of high cost private institutions have already moved in this direction
may indicate that these schools have reached the point where vigorous
promotion of loan financing has become necessary for their survival.

Lengthening the repayment period on student loans is one
means that has been suggested for making loans more attractive to
students. The proponents of this approach argue that the shorter
the repayment period, the greater the burden the student must bear
during his early years after college. Moreover, because the student
just out of college will not have reached his full earning potential,
the burden of the loan measured as a percentage of income may be
especially high during this period.

Hence, even though the total interest costs to the student
would be greater, proponents argue that a longer repayment period
would encourage greater loan use because the burden would he spread
over more years, avoiding an excessive burden in any one year. As
a variation on this, installment payments could be designed to in-
crease over the life of the loan in accordance with expected growth
in earnings.

Others argue that greater loan use would not necessarily be
encouraged by extending the repayment period. The arguments given
are that while a student's income may be at its lowest level right
after college, so are his expenditure needs. The trend toward delay-
ing new family formations lends support to this argument. Further-
more, it is argued that as the repayment period is extended, collec-
tion efforts on defaults are likely to become more difficult and,
hence, administrative costs will rise.

If a definite need to promote greater use of loan financing
were perceived, it may be necessary for the State to encourage lenders
to offer ten-year repayments lather than the usual five-year period.
However, if the program continued to be funded directly through pri-
vate lenders, longer repayment periods could have a deleterious effect
on lender willingness to participate. While it is true that lenders
would earn additional interest under a ten-year repayment period, they
would also incur additional administrative costs. Moreover, because
of the unpredictability of interest rates over time and of USOE's
special allowance to lenders, uncertainties about the profitability
from student loans will increase as the length of the repayment period
is extended. Hence, longer repayment periods on Illinois guaranteed
loans as a means of encouraging greater use of loans may only be feas-
ible under a system of direct State lending.
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The Income Contingent Alternative?

A more dramatic restructuring of the terms attached to
student loans as a means of encouraging student borrowing involves
the conditions attached to the repayment liability itself.
Several private universities have adopted an income contingent loan
(ICL) approach. Under an ICL program, the liability for repayment
of the loan varies directly with the income which a student realizes
after college. The greater a student's income, the greater his re-
payment liability, and conversely, the less he earns, the smaller
his liability.

The income contingent approach addresses directly one of
the constraints that may deter students from using loan financing,
namely the assumption of a fixed repayment liability under condi-
tions of uncertainty about future earnings. Presumably, if future
repayment obligations depend on future income, the student will be
less fearful of being unable to meet the repayments or of being
forced into otherwise undesirable jobs which provide sufficient in-
come to make the repayments. Thus, he will be less reluctant to
borrow.

There have been numerous variations offered on the ICL
concept. Basically, the ICL approach contrasts with the conventional
loan program as follows:

Under a conventional loan program, the student's total
repayment obligation is determined by:

a) a fixed rate of interest;

b) a fixed period over which total repayments will
be made; and

c) a fixed amortization schedule which determines
what the repayment will be per payment period.

Under an income contingent loan program, the student's total
repayment obligation is determined by:

a) a repayment rate which specifies the percent of
income per $1000 borrowed that is to be repaid
each year. (For example, a student may be re-
quired to pay .4% of his yearly income for
each $1000 borrowed. If his income in a given
year is $12,000 and he has borrowed $3000, his
repayment obligation in that year would be $144);
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b) a maximum repayment period at the- end of which all
repayment obligations cease (regardless of how much
the student has to pay on his loan); aLd

c) an upper limit on accumulated repayments (for
example, 150 percent of the original debt) which
allows high earners to end their repayment obli-
gation before the end of the maximum repayment period.

Depending on his future earnings, the total repayment obli-
gation for a student under an ICL progial could be less than, equal
to, or more than that und.lr a conventional loan program. Similarly,
total repayments from all students under an ICL program could vary.
If high earners were required to pay a rather high premium to off-
set the below-cost payments of low earners, then an ICL program would
tend to "break even" as compared to a conventional loan program.
Such premiums can be regulated through the upper limit on total
individual repayments noted above. The greater the upper limit, the
greater the premium paid by high earners.

However, if that upper limit, and the corresponding pre-
miums paid by high earners, is set low, then total repayments under
an ICL program may fall short of the break-even point. This would
require some outside agency such as the State to make up the differ-
ence.

Adverse selectivity. Precisely because of its income contingent
features, students who expect to earn low incomes or are very uncer-
tain about their future earnings may be particularly attracted to an
ICL program. However, students with high earning expectations may
be less enthusiastic a'out participating. Especially if high earners
are required to pay high premiums to compensate or subsidize low
earners, the former may perceive the ICL alternative as more costly
than conventional loans. If significant numbers of high earners
decided against participating, then the viability of an ICL program
would probably require substantial subsidization from some outside
source.

A similar need to subsidize could arise if the premiums for
high earners are set relatively low by establishing a low upper limit

to total individual repayments. While this may encourage more high
earners to participate, the extent of "internal" subsidization may be
less than necessary. In that case only by establishing relatively
high repayment rates for all borrowers will the need for outside sub-
sidization be reduced. However, to do so obviates the intent of
the ICL alternative.
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Federal artici ation. The commitment now made by the federal govern-
ment to reinsure defaults and provide student interest benefits to
guaranteed loan programs (operating through either private lenders
or through direct State lending) would be lost in the case of an ICL
program. Eligibility for these benefits requires programs to be
structured so that repayments occur within a ten-year period, in
equal or delining installments. Federal backing would not be avail-
able to a program which provided either a longer repayment period
or installments which varied with income.

It has been suggested that student loans could be originated
under conventional terms and renegotiated upon graduation under the
provisions of an ICL program. Presumably this would satisfy the
conditions for student interest benefits and federal reinsurance on
any loans which defaulted prior to renegotiation. However, for those
loans that are converted, a second loan (from the State, for example)
would be necessary to meet the provisions of equal installment pay-
ments. Essentially, a conventional loan would have to be piggy-
ba,ked onto the ICL loan. The problem of adverse selectivity would
likely increase under this arrangement because at graduation most
students would he better able to as;ess their potential earnings.
Furthermore, defaults, which occur after the ten-year repayment
period would not be subject to federal reinsurance.

Administration. Repayments would occur over a longer period under a
meaningful ICL programl and the costs of administering such a program
would increase accordingly. In addition, higher administrative costs
would be incurred in monitoring an ICL program (for example, checking
income tax returns to insure that incomes are being reported c.rrectly
in determining repayments). Moreover, problems associated with non-
payment (not related to insuffident income) and subsequent collection
efforts are likely to become more difficult as the repayment period
is extended.

Source of funds. The complexities of administration coupled with un-
certainties about the nature of the repayment obligation all but
preclude direct participation by private lenders in an ICL program.
Hence, a public or private nonprofit group would be required to fund
such an operation.

Student attitudes. There is finally the question of whether an ICL
alternative would, in fact, create greater borrowing among students.
Question 14 of the IEFC survey (see Appendix II-1) asked students
if they might participate in a loan program which made repayments
dependent or future income. Of the 2425 undergraduates who responded

1
A relatively short repayment period would necessitate high repayment
r-te5, (the percent of income obligated per $1000 borrowed), and the
advantages of an ICL program over conventional programs would all but
disappear.
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to the question, approximately 45% indicated they might participate in
such a program. Other surveys of student attitudes about income contin-
gent loans have found that about one-third to one-half of the students
surveye" might be interested in participating in such a program.

When responses to the survey were examined in terms of various
student characteristics, the following observations were made:

*between 65 and 70% of the students who indicated they
had borrowed in past years or who sought NDSL or IGLP
loans for this year indicated they might participate in
an ICL loan program, but only 40% of nonborrowers indi-
cated interest in participating;

*54% of the lowest income students (parents earning under
$5000) and 48% of the middle income students ($10,000-
15,000) indicated they might participate, versus 35% of
the higher income students (over $20,000). (Current use

of loan financing is also greatest among low and middle
income students.);

*approximately 46% of sophomores, juniors and seniors in-
dicated they might participate, versus 40% of freshmen;

*the higher a student's formal educational goal, the
greater the interest in the ICL alternative (42% of
those seeking bachelors, 48% of masters, and 57% of
doctorates);

*the greater the number of hours worked per week during
the school year the greater the interest in the ICL
alternative. For full-time students working 10 or less
hours per week, 38% indicated they might participate,
versus 42% of those working between 20 and 30 hours
per week and 53% of those working over 30 hours per
week;

*59% of the students who indicated they would very
likely drop out, earn and return if tuitions were in-
creased by $500 in the public university system, indi-
cated interest in the ICL alternative, versus SO% of the
likelies, 43% of the unlikelies, and 33% of the very

unlikelies;1

*62% of those who indicated they would very likely
seek a loan if tuition is increased by $500, indicated
they might participate in an ICL program, versus 56%
of the likelf!es, 42% of the unlikelies, and 32% of the

very unlikelies:

1
The format of the "likelihood" question (number 16 on the student sur-

vey) can be found in Appendix X-1.
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*54% of the students who are over 26 years of age in-
dicated they might participate, versus 50% of those
between 21 and 26, and 41% of those under 21.

While the responses to the IEFC question are only suggestive
of how students might actually respond to an ICL program if one were
offered, the fact that 45 percent of the undergraduates surveyed re-
sponded positively to the idea, suggests that the ICL alternative may
be a viable means for promoting student borrowing. However, adminis-

trative and other problems noted above, caution against moving hasti-
ly in this direction. Moreover, the findings of the study suggest

that the first priority of the State in promoting a viable student
loan market should be to insure that an adequate supply of student loan
money is available.

Efforts to promote student borrowing appear to be of a more
immediate conceill for private institutions than for public institutions,
and in some instances, private institutions are already making indivi-
dual efforts in this area. For the time being, it would seem advis-
able for the State to limit its promotional efforts to insuring that
all

*
students are fully aware of the possibilities for borrowing that

are available through the IGL Program. If the State eventually decides
to assume the role of direct lender, then it could move further in
the direction of promoting borrowing by extending the usual repayment
period from five to ten years.

The feasibility of an ICL alternative depends to a great
extent on decisions which are made in Washington. If the federal
government were to endorse the idea and provide backing to such pro-
grams, then it would become a more feasible alternative from the
fiscal perspective of the State. In addition, the problems associated
with monitoring such a program tend to indicate that the administrative
feasibility of the concept would be significantly increased if an
ICL program were to be administered at the federal level.
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IX. EARNINGS FROM EMPLOYMENT

As noted in Chapter II, the IEFC survey of public univer-
sity students indicates that, on the average, approximately 54% of
the funds derived by students from the five major sources (parental
assistance, NRA, loans, school year employment, and summer employment)
are accounted for by the two categories of employment. Earnings from
summer employment account for 31% of the total from the five sources,
while earnings from school year employment account for 23%.

According to the 1973 IBHE "Status Report of Student Finan-
cial Aid in Illinois," approximately 18% of total student financial
aid from all formal programs (excluding veterans' benefits from the
G.I. Bill) is provided through various employment programs, and most
of this is employment during the school year. Moreover, in terms of
undergraduate assistance provided by the institutions themselves, em-
ployment assistance ranks first among the various categories (scholar-
ships, waivers, loans, and employment) in total dollar volume--approxi-
mately $20 million in FY 1973. This represents 47% of reported assis-
tance from all institutional student aid programs.

Despite the very significant role that earnings play in
financing students' education, relatively little attention has been
focused on this source in state or national studies of student finan-
cial aid. Using the information provided from the IEFC student survey,
it is possible to bring into sharper focus the role played by earnings
from employment and, specifically, how that role varies among different
types of students.

The first part of this chapter considers earnings from
school yoar employment. The importance of this source among public
university undergraduates is evaluated with respect to its impact by
income level and grade level. The role of the federal College Work-
Study Program is examined in this section. The second part of the
chapter analyzes the importance of summer earnings. The chapter con-
cludes with a discussion of the "cooperative education" concept, under
which students alternate between periods of full-time study and full-
time employment. The experience of a number of schools in Illinois
which have such programs is considered, as is the potential for further
expansion in this direction.

Employment During the School Year

Responses from approximately 2,000 full-time undergraduates
in our survey indicated that approximately 48% had obtained jobs for
the current school year. Based on our survey, the actual student "labor
force" (those who sought jobs for the year) is estimated to be about
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62% of full-time undergraduates. Hence, with 62% seeking school year
employment and only 48% successful in obtaining it, the school year un-
employment rate among full-time undergraduates is computed to be about
23%.1

Because there is some turnover in employment during the school
year, somewhat more than 48% of the students are likely to be employed
at some time during the school year. Accordingly, the 23% unemployment
rate somewhat overstates the severity of unemployment. Nevertheless,
it seems reasonable to conclude that during any given period, a signi-
ficant percentage of students who would prefer to work cannot because
of insufficient employment opportunities.

Hours worked. Of those students who indicated they had jobs, 17% indi-
cated they were working less than 10 hour3 per week; 43% averaged be-
tween 10 and 19 hours per week; 28% between 20 and 30 hours per week;
and 12% over 30 hours per week. Based on this data, it is estimated
that, on the average, a student who has a school year job works approxi-
mately 18.5 hours per week.`

Because of the potential conflict between work and study,
students were asked whether their studies have suffered as a result
of their jobs. Approximately 52% of employed students responded affirma-
tively. Table IX-1 shows affirmative responses varied directly with
number of hours worked per week. The most significant jump in the
percentage who perceive their studies suffered occurs between the group
working 10-19 hours per week and the group working 20-30 hours.

The percent of students in each group with grade averages of
A or B is shown in Column 2 as a rough indicator of the actual extent
to which studies are affected by time spent working. Only for the group
working over 30 hours per week does any significant difference in aca-
demic performance occur. Only 61% of the respondents within this group
indicated they had averages of A or B versus between 72 and 75% for
the other three groups. Interestingly enough, the percent of students
with A or B averages among those working less than 30 hours is slightly
above the 70% with A or B grade averages in the nonworking group.

1The unemployment rate is calculated by the following formula:

Unemployment rate = % who sought - % who obtained = 620 - 48% = 23%
% who sought 62%

2No differences were observed between men and women, either in terms of
the percent who sought employment or the percent who were successful
in obtaining it. For women, the average work week is estimated to
be approximately 17 hours, while for men the average work week is
estimated to be approximately 20 hours.
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Table IX-1. Average hours worked per week and effect on studies.

Average hours
worked per

week

% who indicated
their studies have

suffered

% with
grade averages
of A or B*

Less than 10 22% 73%

10-19 44 75

20-30 70 72

Over 30 79 61

Not working 70

*Students who indicated they did not have grade averages
were excluded from the calculations.

Source: IEFC survey of public university students.

Role of school year employment by income group. Table IX-2 summarizes
the information from the student survey relating school year employ-
ment and family income level.

In terms of the percentage of students who obtained school
year employment, no significant differences exist between income groups
except that the percentage drops to 42% in the highest income grop.
But when the components underlying this measure of actual employment
are examined, several noteworthy differences appear. Row 2 shows the

percent of students who said they sought employment (the school year
labor force within each income group). The percentage drops signifi-
cantly after the third income group. This indicates that a higher per-
centage of low and middle income students sought to finance part of ,:heir
educational expenses through school year employment.

It can be seen from Row 3 that the percent of students who sought
but were unsuccessful in obtaining a job is significantly higher among
low and middle income students, with the highest unemployment rate oc-
curring in the lowest income group. Hence, while differences among in-

come groups in the percent of students actually employed during the year

do not appear significant, a much higher percentage of low and middle
income students would have been employed if sufficient job opportunities

were available.
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Table IX-2. School year employment by parental income.

(1)

Estimated Annual Parental Income
Under

$5000
$5000
$9999

10,000-

$14,999
$15,000-

$20,000
Over

$20,000

% working during

the school year 47% 51% 50% 46% 42%

(2)

% who sought em-
ployment for this
school year 69% 67% 65% 55% 43%

(3)

School year un-
employment rate*

[(2-1)/2] 32% 24% 25% 160 21%

(4)

Average hours
worked per week 20 20 18 17 19

*Percent of those students who sought employment who were unsuccess-
ful in obtaining it.

Source: IEFC survey of public university students.

For many students who are unable to obtain school year em-
ployment, a greater dependence on parental assistance, nonrepayable
assistance, and loan financing is necessary to finance their educations.
For example, full-time undergraduates in the lowest income group who
sought but were unable to obtain a job reported receiving 31% more
parental assistance than the overall average for this income group.
Students in the second and third income groups who sought but were
unable to obtain a job indicated receiving 11 to 12% more parental
assistance than undergraduates generally in those two income groups.
In addition, students in the second lowest income group who were un-
successful in obtaining school year employment reported borrowing 18%
more than was the case generally for students in that income group.

Even with these compensating amounts from other sources,
total funds available to the average full-time undergraduates in the



three lowest income groups who sought but failed to get school year em-
ployment were estimated to be 14 to 18% below the total available to
all such students in those groups.

The fact that the school year unemployment rate tends to be
higher among low income students is in some ways surprising. For one
thing, the federally supported College Work-Study Program, which will
be discussed in detail later in this chapter, involves a standardized
needs assessment to determine student eligibility for the program.
Because family income counts heavily in assessing need, most of the
Work-Study funds do, in fact, go to students from low income families.
However, College Work-Study moneys account for only about 20% of the
total sum of student aid funds provided through employment within the
public university system. The remaining 80% is :rovided directly from
institutional funds from either the institutions' appropriations or
auxiliary enterprises. Hence, approximately four-fifths of the em-
ployment assistance provided within the public university system is
distributed according to criteria established by the schools them-
selves. The findings from the IEFC student survey, showing higher
unemployment rates among low income students, suggest that while these
funds may be distributed on the general basis of financial need, the
schools are not necessarily giving parental income as such its usual
weight in assessing need.

The IEFC survey of financial aid officers provides evidence
that financial aid officers desire greater flexibility in assessing
financial need for work assistance than is provided in standard
needs analysis procedures. When asked whether the State should pro-
vide its own work assistance program and whether such a program should
differ from the federal Work-Study program, many aid officers commented
that such a program should have less rigid eligibility criteria than
the federal program. It is possible, therefore, that FAO's do in
fact apply considerable flexibility in assessing need for their own
work assistance funds. Moreover, because many middle and upper income
students are denied access to other forms of assistance, college FAO's
may give preference to these students in distributing work assistance
funds. Hence, while low income students have a federally supported
work assistance program targeted specifically on them, they may some-
what paradoxically be at a disadvantage in the school year employment
market if employment opportunities available to them are largely
limited to funds provided through the federal program.

The role of school year employment by grade level. In Chapter II it
was observed that the relative importance of earnings from school year
employment increases significantly between the freshman and senior
years. To a large extent, the increased importance of school year
earnings appears to be in response to a corresponding decline in
parental assistance between the freshman and senior years. Table IX-3
summarizes various measures of employment by grade level for full-time
undergraduates.
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Table IX-3. School year employment by grade level.

(1)

% working during

Grade Level
Freshman Sophomore Junior Senior

the school year 29% 53% 54% 61%

(2)

% who sought em-
ployment for this
school year 48% 69% 69% 70%

(3)

School year un-
employment rate*
(2-1)/21 40% 16% 15% 9%

(4)

Average hours
worked per week 16 16 20 20

*Percent of thosE students who sought employment who were unsuccess-
ful in obtaining it.

Source: IEFC survey of public university students.

As can be seen in Row 1, a significantly higher percentage of
sophomores, juniors, and seniors are employed during the school year.
To a large extent this is explained by the fact that a significantly
smaller percentage of freshmen actually seek school year employment.
Between the freshman and sophomore years this percentage increases
from 48 to 69% and remains at about that level through the senior year.
Freshmen also appear to be relatively less successful in obtaining
school year employment. Approximately 40% of full-time freshman stu-
dents who sought employment this year were unable to obtain it, versus
only 9% of full-time seniors. Presumably, age, experience, and greater
familiarity with the school year employment market among upper class-
men explain much of this difference.

As Row 4 indicates, a significant increase in the average
hours worked per week appears to occur between the sophomore and junior
year. Among students who reported they had jobs, approximately 50%
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of juniors and seniors indicated they were working over 20 hours pf.r
week, versus about 27% of freshmen and sophomores.' In response to the
question of whether their studies have suffered as a result of school
year employment, between 42 and 47% of working freshmen and sophomores
indicated they had, versus approximately 57% of juniors and seniors.

Sources of employment. The two principal sources of public funds
for student employment assistance are the federa',1y supported College
Work-Study Program and the direct allocation of institutional funds for
student employment. However, a significant portion of the school year
employment market is accounted for by job opportunities within the
private sector. While the IEFC student survey did not differentiate
public and private sources of employment, the off-campus job market
is probably greater than the one on campus. Information provided by
various public university campuses indicates that during any given pay
period, around 15 to 20% of the undergraduate student population is
employed on campus. That percentage can be expected to increase some-
what if only full-time undergraduates are included. As noted ea)lier,
approximately 50% of the full-time undergraduate respondents to the
IEFC student survey indicated they were employed at the time of he

survey. This suggests that at the public universities between 60 and
70% of those full-time undergraduates who are employed have jobs lo-
cated off campus.

Significant differences were revealed betwean institutions in
the extent of off-campus employment--particularly between institu-

tions in rural and urban locations. Table IX-4 provides evidence of
the influence of campus location on school year employment rates. The
table shows that the highest percentage of students employed occurs among
Chicago area universities, with considerably lower percentages among
universities located in other SMSA's. The percentages of students em-
ployed are lower still among the four universities located in rural
areas. This can be accounted for in terms of both the percent of students
who sought employment and the unemployment rates by location of campus.
The fact that the percentage of students seeking employment is highest
among Chicago schools and lowest among rural schools suggests that the
strength of the off-campus employment market to some extent determines
how actively students seek employment during the school year. Despite
the differences in overall participation rates (percent seeking jobs),
school yea' unemployment rates are also generally lowest among Chicago
schools and highest among rural campuses.

1The increase in time spent working between the lower and upper division

undergraduate levels is even more significant in view of the fact that

the percentage of part-time students increases significantly between

the lower and upper divisions. Approximately 7% of freshmen and sopho-

mores in our sample were enrolled as part-time students, versus 20%

of juniors and seniors. Hence, it would appear that for some upper

division students, the increased time spent working during the school

year requires a decrease in time spent with studies.
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Table IX-4. School yea_ employment by location.

Chicago area

% of Full-time
Undergraduates

Employed

% Who
Sought

Employment
Unemployment

Rate

Chicago State U. 67% 84% 20%
Governors State U. 78 90 13

Northeastern Illinois U. 75 85 12
U. of I., Chicago Circle 63 74 15

Other SMSA
Illinois State U. 46 60 24
Sangamon State U. 73 85 13
SIU, Edwardsville 56 72 22

U. of I., Urbana 37 46 21

Rural
Eastern Illinois U. 42 57 25

Northern Illinois U. 28 51 26
SIU, Carbondale 36 53 33
Western Illinois U. 35 49 29

Source: lEFC survey of public university students.

Approximately 30% of public funds for student employment at
Illinois colleges and universities is provided by the federal government,
primarily through the College Work-Study Program.' The remaining 70%
is institutional funds. There are significant differences in this mix
when viewed by type of institution. For example, the federal/institu-
tional mix within the public university system is about 20-80, while
for community colleges it is about 60-40. Part of this difference is
explained by the fact that there are fewer auxiliary enterprises (espec-
ially dormitory facilities) within the community college system, and
this limits the amount of student jobs available in such operations.
Among private institutions, approximately 23% of work assistance is
provided by the federal government, with 77% accounted for by institu-
tional funds.

1
Based on IBHE's 1973 Status Report of Student Financial Aid in Illinois.
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The College Work-Study Program. The federal College Work-Study Program
was created under the Higher Education Act of 1965. The program was
targeted specifically on students with demonstrated financial need.
The program is administered directly by the individual participating
institutions. Under current federal guidelines, a student with demon-
strated financial need as determined by an approved needs assessment
procedure is eligible if he is carrying at least a. half-time course
load. He may work up to 40 hours per week, with the total number of

hours he may work during the year being determined on the basis of
financial need. A student in the program cannot earn less than the
minimum hourly wage but may earn up to $3.50 per hour for highly special-
ized types of jobs. Areas of employment are restricted to public or
nonprofit organizations, and the majority of jobs are usually on cam-
pus. The legislation creating the program states specifically that job
placement "will not result in the displacement of employed workers or
impaid existing contracts for services."

Under the College Work-Study Program, the federal government
pays 80% of the student's earnings with the participating institution
or nonprofit agency paying the rest. The federal appropriation to the
program for AY 1973-74 is $270 million, the same as for 1972-73. Of

that total, approximately $13 million has been allocated to 129 insti-
tutions of higher education in Illinois. The allocation to individual
states is determined on the basis of: (1) the number of students in
higher education in the state compared to the national total, (2) the
number of high school graduates in the state, and (3) the number of
families with incomes under $3,000 in the state. It is estimates that
approximately 28,000 (or 8%) of students in Illinois will be receiving
assistance through this program in 1973-74.1

Table IX-5 shows the distribution of 1973-74 federal Work-
Study funds among various types of Illinois institutions. The amounts
indicated in the table are in turn allocated among institutions on the
basis of relative need as evidenced by information provided by the
schools to the U. S. Office of Education (USOE). It should be noted
that the amount of federal Work-Study funds allocated to all Illinois
institutions in 1973-74 is considerably below that recommended by the
USOE panel which reviews the schools' requests. For the current year,
Illinois institutions requested approximately $31.3 million, nearly
all of which ($30.3 million) was recommended for approval by the USOE
panel. However, on the basis of proposed spending on the Work-Study
program by the President and final appropriations by Congress, only
$13.1 million was finally made available to Illinois.

1 Estimated Fall 1973 headcount as reported in Enrollment in Institutions
of Higher Learning in Illinois 1973 by G. J. Froehlich.
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Table IX-5. Distribution of 1973-74 federal College Work-Study funds
in Illinois

Dollar
Amounts No. of

No. of
Students

Type of Institution (000's) Institutions (estimated)

Public Senior $3,648.4 13 7,876

Private Senior 2,405.1 48 5,157

Public Junior 5,035.4 39 10,834
Private Junior 1,526.6 5 3,289

Other 507.0 24 1,064

Totals $13,122.5 129 28,220

Source: USOE

Evidence of the inadequacy of College Work-Study money was pro-
vided by the IEFC survey of college financial aid officers. Over 93%
of the FAO's strongly agreed or agreed with the statement, "The federal
College Work-Study Program should be expanded with increased funding."

In its proposed budget for FY 1975, the Administration has
requested approximately $250 million for the College Work-Study Program,
or $20 million below estimated spending for the current year. Most of

this decline can be explained by the Administration's increased emphasis
on the newly created BEOG program. While the actual amount of funds
will depend on final appropriations by Congress, it is unlikely that
the Work-Study appropriation will vary significantly from the current
year's level. Hence, with the cost of an education continuing to in-
crease, the adequacy of this source of employment assistance will con-
tinue to decline.

Earnings from Summer Employment

Earnings from summer employment represents the single largest
source of funds available to students in financing their educations.
As noted earlier, the IEFC student survey found that 31% of the typical
undergraduate's budgetl is financed from summer earnings. The two thou-

sand responses from full-time undergraduates to the IEFC survey show that
approximately 85% of those students were employed last summer. With ap-

proximately 93% of the students indicating they had sought work last

lAs defined by the five major sources: parental assistance, earnings
during the summer, earnings from school year employment, NRA, and loans.
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summer, the summer unemployment rate among undergraduate students was

estimated to be 90.

A somewhat higher percentage of men indicated they worked
last summer (90", versus 79% of the women). Most of this difference is

explained by the fact that 97% of the male respondents indicated they
sought summer employment, versus 88% of the female respondents. The
summer unemployment rate among women was only slightly higher than that
for men, 10% versus 8%.

Summer earnings and parents' income. The student survey responses in-

dicated that access to and earnings from summer jobs varied directly
with income. Table IX-6 provides a breakdown of various measures of
summer employment by income group.

Table IX-6. Summer employment by parental income.

(1)

% employed

Estimated Annual Parental Income
Under
$5000

$5000-
$9999

$10,000-
$14,999

$15,000-
$20,000

Over
$20,000

last summer 72% 80% 90% 86% 87%

(2)

% who sought
employment 82 91 97 93 92

(3)

Summer unemploy-
ment rate* [(2-1)/2] 14 14 8 8 6

*Percent of those students who sought employment last summer who
were unsuccessful in obtaining it.

Source: IEFC survey of public university students.

As can be seen from Row 1, a significalitly higher percentage of middle
and upper income students were employed last summer. The lower rates of
summer employment among low income students can be accounted for by the
fact that a smaller percentage actually sought summer employment (es-
pecially in the lowest income group), and that of those who did seek
employment, a significantly higher percentage were unable to find jobs.
To some extent, these two factors may reinforce one another. That is,

the high unemployment rate among low income students may discourage
such students from even seeking summer jobs.
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It seems reasonable to conclude that students from middle and
upper income groups have a definite advantage in obtaining employment
during the summer. Owing to their parents' job status or connections,
many of these students may have greater knowledge about and access to
summer job opportunities. It was partly because . , this discrepancy
in summer job opportunities that the federal College Work-Study Program
was created to provide students from low income families with greater
opportunity in the school year employment market.1 However, as noted
earlier in this chapter, it is not evident from the IEFC survey find-
ings that the Work-Study program has, in fact, had any real compe-sa-
tory impact on school year employment for low income students.

Cooperative Education.

In addition to placing students in on-campus jobs, nearly all
schools assist students in locating off-campus employment. A few col-
leges and universities have expanded their off-campus services into
"cooperative education" programs, designed to provide students with
greater access to pr vate employment opportunities. In addition,
"co -op ed" programs attempt to provide a more systematic integration of
the student's work and academic activities. In most cases, an attempt
is made to place the student in a job related to his academic training.
While certain types of career training, such as engineering and business,
are particularly well suited for this type of program, the concept has
been applied in nearly all academic areas.

The co-op ed student usually alternates between periods of
full-time study and full-time work. This has the advantage of minimiz-
ing the likelihood that school-year employment will cause studies to
suffer. Some co-op ed programs require the student to take more time to
complete his degree (five year for a baccalaureate, two and a half years
for an associate). However, the student will often earn credit for his
work experience and thereby avoid the necessity of additional time spent
in obtaining a degree. Also, in some cases, a student's work period may
be scheduled for the summer.

There are currently over 400 institutions in the country with
active co-op ed programs (compared to only 60 in 1960). One of the most
frequently cited examples of a successful co-op ed program is the one
at Northeastern University in Boston. Approximately 9,000 full-time
undergraduates are currently participating in Northeastern's program.
They enter the co-op ed program after their freshman year and during the
next four years spend every other 13-week quarter in full-time employ-
ment. According to the director of the program, co-op ed students

1
From discussions with various financial aid officers it appears that
very little College Work-Study money is actually used during the summer.
On most campuses there is only a small summer employment program due
particularly to the fact that relatively few students are actually on
campus during the summer as compared to the regular academic year.
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currently earn an average of $121 per week during the work term. This

amounts to about $28 million in total annual earnings by all partici-
pants. The administrative costs directly associated with Northeastern's
co-op ed program are estimated to be about $1.2 million per year.

Under Title IV of the Education Amendments of 1972, the fed-
eral government provides funds to institutions to assist them in creat-
ing co-op ee programs. (In some cases grants are also made available
to strengthen and expand existing co-op ed programs.) An institution
is eligible for funds for a period of three years. The funds are ear-
marked for administrative and start-up costs. For thy: current fiscal
year, approximately $10.8 million were allocated to the program, provid-
ing grants to 355 institutions.

In Illinois there are twenty-two institutions with co-op ed
programs, thirteen of which received federal funds totaling $383,000
for AY 1973-74. Of these twenty-two institutions, six are public
universities, seven are public community colleges, and nine are private
colleges and universities. According to the U. S. Office of Education,
nine other Illinois institutions are currently planning co-op ed pro-
grams.

Seven of the schools currently receiving federal co-op ed
grants were contacted about their programs. In most cases fewer than
100 students were participating, although at one school (Chicago's
Southwest Community College) 350 students were reported to be involved.
In all cases, students were not eligible to participate until after the
freshman year, and in several cases, only students who had achieved a
minimum grade average were eligible.

The extent to which students receive academic credit for their
employment period varied widely, from a full term's credit at two of the
schools to only one or two credit hours at others. Correspondingly, at
some institutions a student was required to take additione. time to com-
plete his degree (for example, five years for a B.A. at SIU Edwardsville
and U of I Circle). At nearly all sell-Lois, co-op ed students were re-
quired to pay some tuition during the work period.

All seven schools indicated they had had very good cooperation
from employers, and several indicated they had more employers wanting
to participate than students to fill the positions. All seven were
enthusiastic about their co-op ed programs and indicated they hoped to
expand them to include more students.

In order to determine the extent of student interest in the
co-op ed concept, the IEFC survey asked students to respond to the fol-
lowing statement (Question 13 in the survey):
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Some schools have programs wherein a student alter-
nates between periods of full-time study and full-
time work (matchlid as closely as possible to career
goal). These programs sometimes require five years
for completing a bachelor's degree. Do you think
you might participate in such a program, if it were
properly run?

Almost 60% of all undergraduates indicated they might partici-
pate in such a program. Those in the middle income group ($10,000-
15,000) showed the most interest (62%). Slightly over half of tne stu-
dents in the highest income group said they might participate, while
57-590 of those in other income groups expressed interest. Across grade
levels, freshmen indicated least interest (50%) and seniors most interest
(63%). Women indicated slightly less interest th7,1 men (55% versus 62%).
In all categories we examined, over half of the students responded posi-
tively.

Among those employed during the school year, interest in co-
op ed varied directly with the number of hours worked--52% of those who
worked fewer than 10 hours a week responded positively, while 67% of
those working more than 30 hours expressed interest.

Of those students who said their studies had suffered because
of school year employment, 65% responded positively to the co-op ed ques-
tion (compared to 51% of those who said their studies hadn't suffered).
For many of these students, a co-op ed program could reduce alparent
conflicts between work and school. Also along this line, 67% of stu-
dents taking less than 6 credit hours expressed interest in co-op ed,
compared to 58% of those taking 12 or more credits. This suggests
that for many students who resolve the job-study conflict by taking
fewer courses, a co-op ed program might be an attractive alternative.

In another question, students were asked to rate their likely
responses to a $500 increase in tuition next year. Among those who said
they were likely to drop out of school in order to earn enough money
to return later, 66% were interested in co-op ed. About 53% who said
they probably would not drop out to "earn and return" indicated they
might participate in a co-op ed program. It seems reasonable to infer
from this that many individuals who are now unable to unwilling to pur-
sue a higher education because of cost considerations, might do so if
a co-op ed alternative were available.

Conclusions. The analysis of the survey findings has indicated that
earnings from employment typically represent the most important source
of fund:: For undergraduate students, but that significant numbers of
students are unable to gain access to the school year and summer employ-
ment markets. Because the individual campuses are already making
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substantial efforts to provide on-campus employment through institu-
tional funds and because there are definite limitations to federal stu-

dent employment support, significant expansion in employment opportuni-
ties to students may have to come through off-campus jobs In this regard
co-op ed can play an important role, both because it can effectively

integrate work and study and because of its general appeal to students.

Of course there are limitations in the extent to which student
employment, through a program of cooperative education or otherwise,

can be expanded. Not only are there limitations to available jobs, but
there is also the problem of competing interests, particularly within
the regular work force. N,vertheless, the fact that efforts at some
institutions to make more effective use of the off-campus employment
market have been highly successful suggests that more can be done
generally in Illinois.

In order to more accurately assess the potential of student
employment, it is recommended that the Illinois Board of Higher Educa-
tion make a comprehensive study of possible expansion of student parti-
cipation in the off-campus employment market. Such a study should

assess the potential for expanded employment opportunities. In addi-

tion, it should recommend ways in which the State could help iv coor-
dinating such expansion, perhaps by providing a centralized in'.orma-
tion service identifying job openings for students in various regions
of the state and in various fields of employment. In carrying out

this study, it is recommended that IBHE actively consult with the Mid-
west Student Employment Association to get advice on specific employ-
ment problems that students currently face as well as problems which

might arise in attempting to expand in this area.

Beyond this particular study, it is also recommended that IBHE
establish an ongoing capability (either in-house or through an agency
such as ISSC) to monitor activities within the student employment mar-

ket. Because earnings from employment are the most important source of

financing a college education, the employment market should be monitored
at least as closely as loan financing and nonrepayable assistance.
Only by creating a system for collecting information about student
employment, both on campus and off campus, can the effectiveness of this

source of funds be assessed and the need for specific actions by the

State be identified.
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X. TUITION POLICY AND FINANCIAL AID

The effectiveness and efficiency of financial aid programs
de,end to a large extent upon tuition policy. Programs which now seem
adequate could become quite ineffective if tuition charges were to in-
crease significantly. Many students might find it impossible to enter
or remain in higher education without new means of financial support.

Among public institutions, tuition policies themselves can be
viewed as a kind of indirect financial aid source. Because these insti-
tutions receive substantial support from public funds, tuitions charges
can be kept relatively low. At the same time, because private institu-
tions receive much less government support, tuition charges are a much
more important component of their operating revenue. The result is a
"dual pricing" situation, which places private institutions at a distinct
disadvantage.

Although tuition policy per se is not directly within the scope
of this program review, some discussion of the major issues involved is
essential to an examination of student financial aid. This chapter will
briefly review arguments for and against increased public university tui-
tion and consider the impacts of different tuition policies. The impli-
cations of various tuition policies for direct financial aid programs wily
be a principal focus.

Low Tuitions?

The tuition issue has recently received national attention and
widespread debate. In June 1973 the Carnegie Commission on Higher Educa-
tion issued a report calling for public university tuitions to be increased
so as to cover about one-third of instructional costs. Several months
later the Committee on Economic Development went even farther, recommend-
ing tuitions equaling half of costs. A third report, released in January
1974 by the National Commission on the Financing of Postsecondary Education,

also urged higher public un..vcrsity tuitions.

The tuition recommendations in the Carnegie Commission and CED
reports have elicited condemnation as well as praise. For many public
educators, students, and others low tuitions are a basic article of faith,
derived from the land-grarr college concept. Significant tuition increases
are )pposed as a deterrent to principally those individuals--lower and
middle income students--who are regarded as most dependent on the public
sector for economic and social advancement. The advocates of low tui-
tion argue that, in the long run, society as a whole loses if financial
barriers narrow access to higher education to only those who can afford it.

Some public educators are concerned that higher tuitions would
threaten the viability of their institutions by undercutting enrollments,
some of which have already declined. This argument centers around the
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question of whether students and their families would be willing to pay
increased tuitions, even if they were able to do so. (This question will
be considered in greater detail in a later section.)

Another consideration is the effect of low tuitions on the private
institutions. The competitive disadvantage fostered by the dual pricing
structure has forced many private colleges and universities out of business.
The 1969 report of the Commission to Study Nonpublic Higher Education in
Illinois (the McConnell Report) estimated that the State would have to spend
$271 million per year to absorb the students in Illinois private institu-
tions if all those schools were to fold. This assumes that all the private
students (including those who were not Illinois residents) would enroll in
Illinois public universities. While both conditions are extreme, if the
already sizeable disparities between public and private tuition levels in-
crease, private institutions' enrollments are likely to suffer. Enrollment
in public universities could be expected to increase, and the cost to the
State would increase accordingly.

As noted in Chapter II, the difference in average tuition rates
between private and public senior institutions in Illinois is currently about
$1346, compared to $762 in AY 1964-65. If this difference continues to
increase, then continued pressure will be exerted by the privates to raise
the maximum on ISSC monetary awards. That maximum has been increased from
$600 in 1964 to $1300 currently.

It is also possible for the State to channel greater assistance
to the institutions themselves though the present flat grant program auth-
orized under the "Illinois Financial Assistance Act for Non-Public Institu-
tions of Higher Learning." Under this program, IBHE currently pays private
institutions $100 for every freshman and sophomore who has received an ISSC
monetary awaYd and $200 for every junior and senior who is an Illinois
resident.' These amounts could be increased to reflect more accurately
what the cost to the State would be if these students were enrolled in a
public university.

Keeping costs down. Although the question of the efficiency of higher edu-
cation institutions is outside the purview of this study, it is certainly
worth mentioning that pressure to raise tuitions (in both the public and
private sectors) can be reduced if institutions make every effort to in-
crease their productivity. Some approaches that should be explored and
developed are:

(1) accelerated degree programs, to permit a student
to complete degree requirements in less than the
traditional time;

1
In FY 1973 approximately $5.7 million in such grants were made to 54 pri-
vate colleges and universities in Illinois.
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(2) new technology, such as the University of
Illinois' PLATO system, to improve produc-
tivity; and

(3) further expansion of inter-institutional
sharing of resources, among public institu-
tions and between public and private systems
to reduce unnecessary duplication of expendi-
tures.

High Tuitions?

Over the past several years, rising educational costs, declining
enrollments and fiscal constraints have caused political leaders in many
states to seek ways of holding public spending on higher education. Pro-

posals aimed at shifting a substantial share of educational costs from
society as a whole (represented by government) to the immediate benefi-
ciaries (the students and their families) have been made. These usually

have involved raising tuitions and thereby increasing the proportion of
educational costs borne by the student. One such proposal, for approxi-
mately doubling the tuition in Illinois public universities, was examined
by the Illinois Commission on the Financing of Higher Education's (Chandler
Commission) report of March 1972. In 1970 and again in 1973, the Illinois
Board of Higher Education adopted the position that tuition charges should
equal one-third of per-student instructional costs. In dollar terms this
would mean an increase from the present average of $554 per year to an
average of $775 per year.

Fiscal impact of high tuition. Those who advocate increased tuitions
contend that such a policy would help to meet current and projected educa-
tional cost increases and allow higher education systems to operate with
a relatively smaller State contribution than would be possible if tuitions

were kept low. This case was set forth in the Chandler Commission report,
which noted that tuition charged at public universities in FY 1970 averaged
$434, while average per-student instructional costs were slightly more than
$1700. The difference is defrayed by public funds appropriated to the
direct support of these institutions. The State, in effect, was providing

a subsidy of about $1260 to every full-time public university student

regardless of need. The report suggested that, on the basis of family
income and ISSC need criteria, many students could be asked to pa> more.

The Chandler Commission posed the possibility of a tuition in-
crease of $500 per year at the public universities, linked to an increase

in NRA to offset the tuition hike for low income students. Of course, as

tuitions increased, more students would be eligible for NRA, and the report
estimated that the cost to the State in additional NRA would be about $23

million. However, the tuition hike could bring in an additional $100 mil-
lion, leaving $77 million, in the words of the report, "available to raise
institutional operating budgets or to implement new, high-priority pro-

grams. . . ." While dollar figures would, of course, be different from
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those in the original report, currently projvcted enrollment and cost data
would be expected to reveal similar savings.'

Higher tuitions might lead students who did not qualify for
additional NRA to transfer out of the public university system, drop out
of higher education entirely, delay matriculation, reduce their course
load in order to work more. If this occurred, enroAments could be expected
to decline, and fixed costs would be spread over a smaller number of stu-
dents. Thus, inefficiencies in operation would offset at least some of the
projected fiscal benefits. To maintain enrollments at levels adequate for
efficient utilization of facilities and staff, increased NRA might be nec-
essary, but such increases in NRA would mean fewer savings to the State
from the tuition hike.

The amount of public funds "saved" by a tuition increase would
therefore depend on the type of financial aid provided to students. The
Chandler Commission assumed that all of the offsetting financial aid would
be NRA. However, if part of the offsetting financial aid were provided
through loan and work programs, the "savings" would be greater.

Equity arguments for high tuition. Those who say high tuitions would be
more equitable make two main points: (1) those who benefit most from high-
er education--presumably the students--should bear a fair share of its
cost; and (2) those who are able to pay more should do so.

In the IEFC student survey, Question 16 asked students what their
response would 'e if tuition were increased $500 next year. (See Appendix
X-1.) Various alternatives were listed, and respondents were to rate each
as a "very likely," "likely," "unlikely," or "very unlikely" response to
the tuition hike. From this question we can draw some tentative inferences
about whether particular groups of students would be willing and able to
bear the additional burden, and if so, how they would finance it.

In terms of willingness to bear the additional cost, four groups
of students- were identified based on their responses to the first two
alternatives: 1) I would drop out of school in order to earn enough money
to continue my education later on and 2) I would drop out of higher educa-
tion altogether. The four groups were distinguished from one another
based on the likelihood of students taking these particular actions. For

1
The actual savings that might be realized by the State would depend on a
number of variables held constant in the Chandler study. For one thing,
the report presumed enrollment patterns would be largely unaffected by a
tuition increase. That is doubtful. Also, it should be noted that even
without a substantial tuition increase, the enrollment projections contained
in the Chandler report have already proven to be too high.

2
Because there was some question in interpreting the responses given by
seniors (most of whom will have graduated by next year), only the res-
ponses of freshmen, sophomores, and juniors were used in the analysis.
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example, students in Group 1 who indicated that it was unlikelyl they
would take either of these actions in response to a $500 increase in tui-
tion, were considered the most likely to continue with their educations
even with the tuition increase.

Once the four groups of students were identified, other informa-
tion about the students in each group was examined. Of particular inter-
est was information about the likelihood of each group to use various
funding sources to finance the higher tuition cost. The principal find-
ings about each group are summarized in the following sections. (For

more complete information, see Appendix X-1.)

Group 1. Approximately 53% of the students in the sample indicated it
was unlikely they would either drop out temporarily to earn additional
money or drop out of higher education altogether. These students in
Group 1 can be classified as the most likely to persist even with a sig-
nificant increase in tuition.

It was also found that a relatively high percentage of them
(42%) were from families with annual incomes of over $15,000. Corres-
pondingly, a higher percentage of students in Group 1 (62%) indicated they
would seek additional assistance from parents to help meet the higher
tuition cost.2 Nearly 80% indicated they would likely seek to earn
additional money from part-time employment and about 40% indicated they
would seek a bank loan.

Among other pertinent characteristics of this group was the
fact that a relatively high percentage of them (74%) had grade point
averages of B or better and approximately 85% indicated they had decided
on a specific career goal. Hence, these students not only anticipate
being able to meet a higher tuition charge from a variety of sources, but
they may also have a relatively greater willingness to pay more because
of benefits they expect from a higher education.

Group 2. The second group of students can also be classified as likely
to persist in their educations despite the increase in tuition. However,

there is a greater chance that students in this group may drop out tempo-
rarily to earn additional money if tuitions increased by $500. These

1 Responses noted as unlikely include both the "unlikely" and "very unlikely"
categories. Similarly, responses noted as likely include both the "very
likely" and "likely" categories.

2
As would be expected, the likelihood of a student going to parents for
additional assistance varied directly with parental income. Only 23% of
full-time undergraduates from the lowest income group indicated it was
likely they would seek additional assistance from parents versus 72% of
the students from the highest income group.



-127-

students indicated it was unlikely they would drop out altogether, but
that it was likely they would drop out temporarily, earn and return.
Approximately 30% of the students in our sample fell into this group.

Significantly fewer students in this group (38%) indicated
they would likely seek additional assistance from parents. At the same
time, however, 43% indicated they would likely seek a bank loan (the
highest percent of the four groups). It was also observed that of the
four groups, Group 2 had the highest percentage of students currently
borrowing (25=0). This tends to support the notion that knowledge about
borrowing (in this case gained through actual experience) tends to pro-
mote the use of this source of financing. Approximately 54% of the
students in Group 2 indicated that they might participate in an income
contingent loan program if one were offered.

Approximately 820 of the students in Group 2 indicated they
would seek to earn additional assistance from part-time employment. Ap-
proximately 50% indicated they are currently working, and 67% indicated
they might participate in a co-op ed program if one were available.

In general, while there is greater uncertainty about whether
the students in Group 2 might interrupt their edications if tuitions
increased by $500, it is significant that a high percentage of them in-
dicated a willingness to take on a greater self-help commitment to cover
the additional costs.

Group 3. Students in Group 3 evidenced even greater uncertainty about
persisting if tuitions were increased by $500. This third group was com-
posed of students who indicated they were likely to drop out, earn, and
return and also to drop out altogether. They represented 11% of the sample.

Only 25% of the students in Group 3 indicated they would be
likely to seek additional assistance from parents. Moreover, only 19%
indicated they would seek a bank loan. However, 55% of the students in
Group 3 expressed interest in the income contingent loan concept. Hence,
the use of loan financing as a means of meeting an expanded self-help
commitment may be a more viable alternative for these students, if the
terms of such loans were made more attractive.

Relatively fewer of these students indicated it was likely they
would seek to earn additional money from part-time employment (56% versus
about 80% for Groups 1 and 2). At the same time, however, a higher per-
centage of Group 3 students are already working during the school year
(59%), with nearly 70% of these working more than 20 hours per week. Of
students in Group 3 who are working, a relatively high percentage indicated
their studies have suffered as a result of part-time employment. In addi-
tion, 66% of the students in Group 3 responded positively to the possibi-
lity of participating in a co-op ed program. This suggests that for many
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of these students earnings could be a somewhat greater potential source of
support, if their work and study commitments could be integrated more
systematically.

Other distinguishing characteristics of Group 3 included a re-
latively higher percentage of part-time students, students over 26 years
of age, married students, and students with children.

It was also observed that a relatively higher percentage of
students in Group 3 felt it was likely they would try to transfer to
another college if tuitions at public universities were increased by
$500. While they seem less willing or able to make an additional self-
help effort to meet a higher tuition charge at their current school, they
would apparently make an effort to find a lower cost substitute. While
in general the likelihood of transferring was greatest among freshmenl,
the possibility of transferring was observed to be significantly higher
among all grade levels for students in Group 3.

Group 4. Students in Group 4 were identified as the least likely to con-
tinue with their educations if tuitions were increased by $500. Students
in this group indicated it was unlikely they would drop out, earn and
return, but that it was likely they would drop out of higher education
altogether. Approximately 6% of the students in our sample fell into
this group.

In many ways students in Group 4 were similar to those in
Group 3. For example, only 27% indicated it was likely they would seek
additional assistance from parents. Approximately 14% indicated they
would seek a bank loan, and 36% indicated that they would be likely to
earn additional money through part-time employment. Approximately 54%
of the students in Group 4 indicated they are currently working part-time,
and nearly 600 of these indicated they are working over 20 hours per week.
Approximately 55% of the students in Group 4 indicated they might be
willing to participate in a co-op ed program. As with Group 3, the
chances of these students remaining in school if the higher tuition were
adopted may be improved if a more organized program of work and study
were available.

In terms of the income contingent loan concept, 47% of the stu-
dents in this group expressed interest. Hence, despite the fact that only
14% indicated it was likely they would seek a bank loan, it may be pos-
sible to promote the use of borrowing among these students to cover
higher tuitions if the terms of student loans were made more attractive.

1 440 of full-time freshmen indicated that it was likely they would transfer
versus 34% of sophomores and 25% of juniors. The higher percentage of
freshmen is presumably explained by the fact that for many of them a
lower cost community college education is still a viable alternative.
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As in the case of Group 3, a relatively higher percentage'of
students in Group 4 were part-time students, over 26 years old, and
married. Over two-thirds of the students in Group 4 were women, as com-
pared to an approximately even split between men and women in each of
the other three groups.

Several distinguishing characteristics of Group 4 were found
in information relating to perceived benefits from higher education.
While over 70% of the students had A or B averages, a relatively lower
percentage indicated they had decided on a career goal (76% versus 80-
85% for the other three groups). In addition, the formal educational
goals of these students tended to be lower than in the other three groups.
Only 23% indicated they had educational goals beyond a bachelor's degree
versus 32-45% for the other three groups).

These findings about Group 4, the most marginal in terms of
willingness to continue with their educations, suggest that a greater
emphasis on career counseling may be required if a serious decline in
enrollment is to be avoided under a policy of significantly higher public
tuitions.

Conclusion. The information provided in Question 16 of the student survey
is only suggestive of how students might respond if tuitions at public
universities were to increase significantly in the near future. Any
decision to move in the direction of higher tuitions would require a more
comprehensive analysis of the likely impact.

Nevertheless, several conclusions can be drawn regarding the
role of direct student financial assistance, and in particular, assistance
related to an expanded self-help effort through work and borrowing.
Table X-1 summarizes the information presented earlier relating to the
likelihood that students in each group would seek to meet a $500 increase
in tuition through work and borrowing. In addition, responses by each
group regarding the cooperative education and income contingent loan
concepts are summarized.

For many students, especially those in the first two groups, a
significant increase in tuition is likely to result in a corresponding
increase in demand for work and loan assistance. Approximately 80% of
the students in both grntips indicated they would seek part-time work to
cover the higher tuition costs, and approximately 40% indicated they would
seek a loan.

Given this apparent willingness to incur a larger self-help
commitment through existing sources, the means of meeting that commitment
would have to he provided. As noted earlier in the report, there already
exists significant numbers of students who desire but are unable to obtain
school year employment. Approximately 23% of the full-time undergraduate
students in our survey who indicated they sought work for this school year
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Table X-1. Summary of responses relating to work and loan financing.
1

% who would likely seek a
bank loan

% who indicated they might
participate in an income
contingent program

% who would likely seek
additional part-time employment

% who indicated they might
participate in a co-op ed program

Group 1

(53% of

sample)

Group 2
(30% of

sample)

Group 3
(11% of

sample)

Group 4
(6% of

sample)

39% 43% 19% 14%

36 54 SS 47

76 82 56 36

51 67 66 SS

1. 1730 responses from public university freshmen, sophomores and juniors.

Source: IEFC survey of public university students.

were unable to obtain it. Similar inadequacies were identified in terms
of the availability of student loan money. While 26% of the students in
our survey indicated they sought loan financing for this year, only
about 20% were successful in obtaining a loan. Clearly, the feasibility
of a higher tuition policy requires that these current inadequacies in
work and loan assistance be remedied.

For the remaining 17% of the students (comprising Groups 3 and
4), significantly fewer of them indicated that it was likely that they
would turn to part-time employment or loan financing to cover a higher
tuition charge. As noted earlier, a high percentage of these students
are already making a significant effort to finance their educations through
part-time employment. At the same time, however, many of these students
did express interest in the income contingent loan and co-op ed concepts.
Hence, in order to avoid serious attrition among the students in Groups
3 and 4, it would appear that work and loan assistance through traditional
programs might not be enough. For many of them, an effort would have to
be made to offer more innovative ways of self-financing an education
through work and borrowing.

While the role of NRA has not been mentioned in the previous
analysis, it is clear that under a high tuition policy there would be
direct implications for the role of this form of assistance. While an
increase in NRA equal to the increase in tuition charges would make
little sense, there would be the need for some additional assistance through
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NRA sources. Additional NRA would be required to insure that no group of
students was unduly burdened by the tuition increase. Specifically, no
income group should be required to make a significantly greater effort
to finance an education through self-help (work and loans) than any other.
Such a situation would place a significantly greater financial barrier
before certain students, and this would clearly violate the spirit of the
Higher Education Student Assistance Law. The analysis in Chapter III
revealed that no significant differences currently exist across income
levels in terms of the typical self-help effort made by students. Under
a policy of higher tuition, continued monitoring would be essential if
this important measure of equity is to be kept in balance.

Differential tuitions. An interesting variant of an across-the-board
tuition increase is employed in several other states, including Michigan
and New York. This involves tuition rates differentiated by grade level
to reflect actual instructional costs. That is, tuition for graduate
students is higher than tuition for juniors and senior, since it costs
the institution more to provide graduate education. Freshmen and sopho-
mores have the lowest tuition charges, since lower division courses are
generally the least expensive to conduct.

Advocates of this approach contend that differential tuition
would not only cause students to bear a more fair share of the actual
cost of their education, it would also provide initial access to higher
education at relatively low cost. Upon reaching upper division status,
the student could decide whether the added benefit of finishing a bacca-
laureate degree was worth the additional tuition cost.

In response to a question on the IEFC survey, students split
just about evenly on whether they would agree with such a change. Over-
all, 50.6% of those who expressed an opinion on differential tuition said
they agreed (or strongly agreed) with the idea, while 49.4% disagreed or
strongly disagreed (see Appendix 11-2). Freshmen were clearly the most
favorable (64.7% agreed) and seniors the least. However, even among
seniors, 45.5% agreed.

Such a policy of differential tuition would result in upper-
classmen bearing a relatively greater self-help responsibility in financ-
ing their educations. Accordingly, in insuring adequate means of financ-
ing a greater self-help commitment through work and loan -4.nancing, a
greater emphasis would have to be placed on these students.

The question of student independence revisited. In Chapter III (pp. 34-35)
it was observed that the legal issue of student independence from parents
makes the future role of nonrepayable assistance uncertain. Presumably,
if all students over 18 years old were deemed independent of parents, most
could easily demonstrate financial need and, therefore, qualify for var-
ious NRA programs. While State and federal governments might simply pro-
vide across the board nonrepayable assistance to all students, such a
response would be very costly indeed.
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As an alternative, many NRA programs could be eliminated with
a corresponding expansion of work and loan assistance programs. In es-

sence, all students, regardless of economic background, could be ex-
pected to finance their educations through self-help sources.

Whether or not all students would in fact finance their educa-
tions primarily through self-help would depend on the actual role played
by parents in providing assistance. If parental assistance continued to
vary significantly among students, some l would face relatively ,

greater financial barriers to an education.

As revealed in the IEFC student survey, most students would
prefer to depend relatively more on work assistance than on borrowing
against future earnings. However, because of instabilities in the employ-
ment market, limitations in available jobs, and--for some students--unwill-
ingness to take time away from studies or to take more time in completing
a degree, a viable student loan program would be essential. With well-
structured programs of work and loan assistance, considerable flexibility
would be possible in combining work and loan assistance to meet the indi-
vidual preferences of students.

Thus a court decision on the independence issue could force a
major restructuring in the financing of a student's education (and corres-
pondingly, in the role of student financial assistance). If such a de-

cision provided a more liberal interpretation of student financial inde-
pendence, it is reasonable to expect the role of work and loan assistance
to expand significantly.

Need for action. It is unlikely that a major change in tuition policy at
public universities or in the definition of student independence will
occur in the near future. However, there is still the need for action by
the State regarding direct student financial assistance. In terms of
NRA, a more systematic monitoring of the ISSC Monetary Award Program is
needed. In particular, information on those individuals who are refused
awards and those who do not accept awards must be generated to insure
that they are not being denied access to higher education for financial
reasons. In addition, other State programs of NRA must be carefully
assessed to insure that such assistance is in fact being distributed on
the basis of financial need or other explicitly stated criteria.

The State's role in insuring that students have the means for
meeting the sizeable self-help commitment already expected of them must

be strengthened. In this regard, the State must consider whether its
current student loan program can be expected to provide adequate funds

1 In order to avoid this (particularly as it might be expected to arise
among students from different income groups), all students could be

required to participate in work and loan programs to finance their

educations.
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to meet the needs of its student population. If, in its study of the
question, ISSC concludes that sufficient funds will not be available
through current sources, then the State should act directly in providing
student loans.

Because of the very important role that earnings from employment
play in financing a student's education, the State should move quickly to
develop the capability of monitoring this source. A greater effort should
also be made to expand and coordinate the off-campus student employment

market, focusing particularly on the cooperative education concept. The
State's commitment to insure that adequate resources are available through
work and loan programs should be no less than the willingness evidenced
by students to finance their educations through these sources.



APPENDIX I-1

GLOSSARY OF ABBREVIATIONS

ACT American College Testing

AY Academic Year

BEOG Basic Educational Opportunity Grant

Co-op ed Cooperative education (see Chapter IX)

CSS College Scholarship Service

CWSP College Work-Study Program

PISL Federally Insured Student Loans

FTE Full-time equivalent (the number of credit hours for
which students are enrolled divided by the minimum
number of credit hours required of a "full-time"
student

FY Fiscal Year

Gift Assistance Sum of parental and nonrepayable assistance

HEW Department of Health, Education, and Welfare

IBHE Illinois Board of Higher Education

IEFC Illinois Economic and Fiscal Commission

IGLP Illinois Guaranteed Loan Program

ISSC Illinois State Scholarship Commission

NDSL National Direct Student Loan

NRA Nonrepayable assistance

OSPI Office of the Superintendent of Public Instruction

ROTC Reserve Officers Training Corps

Self-help Sum of student resources from employment and loans

SEOG Supplemental Educational Opportunity Grant

USOE United States Office of Education
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APPENDIX II-1

Illinois Economic and Fiscal Commission
610 State Office Building - Springfield, Illinois 62706
Area Code 217/525-5320

November 9, 1973

Dear Student:

The staff of the Illinois Economic and Fiscal Com-
mission is currently doing an evaluation of student financial
aid programs. The Illinois legislature has requested this
evaluation in order that changes in current state financial
aid programs may be properly considered.

The usefulness of this evaluation depends greatly
on information provided directly by you--what you are currently
doing to obtain money for college, how you feel about the cur-
rent system. The enclosed survey is our principal means of
obtaining that information. We are sending the survey only
to a sample of students at each public university. Therefore,
every response is important.

The survey was developed with care so that only the
most important information is being requested. We have found
that the survey takes about ten minutes to complete.

For purposes of brevity certain abbreviations have
been used. Most notably, NRA (nonrepayable assistance) has
been used throughout to mean any financial assistance which
you do not have to repay. Examples of NRA programs are federal
grants (BEOG, NDEA, NIH), State awards Such as the Illinois
State Scholarship Commission (ISSC) monetary awards, and
university and private scholarship awards.

We would appreciate
us by Wednesday, November 21.

Thank you for your

your mailing the survey back to

time and assistance.

Sincerely yours,

Mark Chadwin
Director
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STUDENT SURVEY SAMPLING PROCEDURE,
RESPONSE RATES, AND METHODS OF ANALYSIS

In order to obtain more complete information than was avail-
able from any other source on how students are financing their college
expenses, the IEFC staff elected to conduct a student survey. Partly
because of the sheer numbers involved (470,000 students and over 150
colleges and universities), and partly because a principal legislative
concern involves student financial access in relation to public univer-
sity tuition levels, a decision was made to focus on the twelve State
universities (excluding the University of Illinois Medical School).
The president of each university was contacted by telephone, and each
agreed to cooperate fully.

Dr. K. G. Janardan, statistician from Sangamon State Univer-
sity assisted in the sampling technique, including determination of
sample sizes for each campus. The survey instrument was reviewed with
financial aid officers, survey research experts, and IBHE and ISSC staff
members. The instrument was then pilot tested among Sangamon State
students and further improvements were made. A random sample of students,
stratified by campus, was generated by computer. This yielded a sample
of approximately 7800 students, or 5% of the public university enroll-
ment. Surveys were mailed with a cover letter and a return envelope to
students at their campus addresses. The sample sizes were calculated
anticipating an overall 40% response rate. The actual response rate
for surveys received in time for computer processing was 42%, yielding
3,286 returns. This rate varied from 26% at Chicago State University
to 53% at the University of Illinois, Urbana. Half of the schools had
response rates higher than the projected average of 40%. A listing of
response rates by campus follows.

Campus Percent of sample responding

Chicago State University 26%

Eastern Illinois University 51

Governors State University 39

Illinois State University 46

Northeastern Illinois University 38

Northern Illinois University 45

Sangamon State University 49

Southern Illinois University, Carbondale 33

Southern Illinois University, Edwardsville 37

University of Illinois, Chicago 35

University of Illinois, Urbana 53
Western Illinois University 46
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Our total sample (7800) represented 5% of all public university students,
full-time, part-time, undergraduate and graduate. Because of the kinds
of issues of most importance in terms of policy recommendations, a
decision was made to focus our analysis particularly on full-time under-
graduate Illinois residents. Chapter II, however, provides an over-
view of responses from all undergraduate (full-time and part-time)
Illinois residents, and included in Appendix II-1 is a copy of the sur-
vey instrument showing mean responses to each question for all undergradu-
ate respondents.

Cross-tabulation tables were generated by computer to identify
ways in which student responses varied by university, grade level,
parental income level, sex, age, veteran/nonveteran, small business and
farm assets, number of credit hours, employment, borrowing, married,
living with parents, and so on. In some instances, where the pool of
respondents was large enough, three-way cross-tabulations were computed.
Some regression and correlational analyses were done to test hypotheses
about observed relationships.

Response bias. As already indicated above, response rates
varied from school to school. Few meaningful differences were observed
between schools that were not accounted for on the basis of parental
income, grade level, or age. Consequently, our analysis focused on
characterization of students by these three main variables, rather than
by university. Similarly, we found that upper division students re-
sponded in greater proportion than lower division students. Thus our
respondents by grade level were as follows:

Percent of respondents Percent of public university students

Freshmen 20% 28%

Sophomores 19 22

J iors 31 25

Seniors 30 25

In order to overcome grade level biases which might enter the analysis,
a cross-tabulation was run for grade level against every other variable.
In instances where important differences occurred as a function of grade
level, the data are presented in the text and tables broken out by grade
level. Therefore, upper division student responses did not out-weigh
lower division student responses because they are reported separately.

The same is true for parental income levels. Many of the
most significant differences in student attitudes and behavior toward
financing their education were a function of parental income level.
Therefore, throughout the text student responses are displayed by
parental income level.
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The reader should be cautioned regarding interpretation of
the attitudinal or hypothetical questions. It is important to point
out that there are limits to how far one can go in inferring actual
behavior from responses that are couched in a hypothetical or sub-
jective framework. Nevertheless, it seems reasonable to assume that
where there are significant differences in responses patterns among
students grouped according to specific characteristics (such as economic
background), similar differences in actual behavior can be expected to
occur. Accordingly, in analyzing such information provided from the
student survey, emphasis is placed in differences in response patterns
among students rather than on the absolute response pattern obtained
in the case of an individual group.
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METHOD USED IN MEASURING THE RELATIVE IMPORTANCE OF EACH SOURCE

Question 8 of the IEFC student survey asked for information
about how students are financing their educations for this year from
the five major sources--parental assistance, school year employment,
summer employment, nonrepayable assistance, and loans.

Students were asked to indicate amounts received from each
source in terms of the following amount categories:

(1) $0
(2) $1-500
(3) $501-1000
(4) $1001-1500
(5) $1501 or more

To determine the relative importance of each source, the fol-
lowing calculations were made:

(a) The average value for amount category was determined
for each source.

(b) The average values for each source were summed to get
a total from the five sources.

(c) The average value for each source was divided by the
total to get a measure of the relative importance of
each source.

To determine the average percent contribution from each source
for all 2465 undergraduates in the sample, the following calculations
were made:

Average Value of
Amount Category

Relative
Importance
of Source

Total parental assistance 1.279 23%
Total earnings during school year 1.320 23%

Total earnings last summer 1.765 31%

Total nonrepayable assistance .926 16%

Total loans obtained .376 7%

Total all sources 5.666 100%

1
The amount category indicated by each student was reduced by a constant
equal to 1. This was necessary in order to adjust for the fact that
amounts equal to zero were coded as "ones" in the survey.
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The 2266 undergraduates who provided estimates of annual
parental income were grouped by parental income level. The average
value of amount category for each source and for each income group was
then computed as follows:

Estimated Annual Parental Income

n:

(1)

Under
$5000

235

(2)

$5000-
9999

429

(3)

$10,000-
14,999

783

(4)

$15,000-
20,000

504

(5)

Over
$20,000

315

Total parental assistance .461 .721 1.329 1.753 2.089

Total earnings during
school year 1.604 1.387 1.229 1.244 1.118

Total earnings last summer 1.533 1.672 1.849 1.800 1.923

Total nonrepayable
assistance 1.421 1.349 .920 .607 .495

Total loans obtained .578 .546 .311 .340 .162

Total all sources 5.597 5.675 5.638 5.744 5.787

Using the average budget size for students in the third income
group as a benchmark, the index of budget size for each group was calcu-

lated as the ratio of the sum of the five sources for a group to the sum
for the third income group. The actual calculations were as follows:

Index of Budget Size

Group 1: 5.597 x 100 = 99
5.638

Group 2: 5.675 x 100 = 101
5.638

Group 3: 5.638 x 100 = 100
5.638

Group 4: 5.744 x 100 - 102
5.638

Group 5: 5.787 x 100 = 103
5.638
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Illinois Economic and Fiscal Commission
610 State Office Building - Springfield, Illinois 62706
Area Code 217/525-5320

October 3, 1973

Dear Financial Aid Officer:

The Illinois Economic and Fiscal Commission is a
permanent bipartisan commission authorized to conduct studies
for the General Assembly. The Commission staff is currently
examining financial aid programs in Illinois and expects to
complete a report early next year. As part of this study,
we are surveying campus financial aids officers. Included in
the survey are all two-year and four-year colleges and uni-
versities in Illinois, both public and private.

The attached survey is very important to our study.
We are attempting to collect data on financial aid operations
as they vary by type and size of institution. We want your
opinions on various current programs and proposed changes.
We would like your comments wherever you feel inclined to
amplify or qualify your responses. Where we ask for specific
numbers, we are seeking the most accurate information avail-
able but prefer that you estimate when necessary rather than
delay your response.

In order that we may use your response, please return
the survey in the enclosed self-addressed envelope by October 22.

If you have questions about the survey, please call
Mr. Charles Adams or Ms. Linda Adams at (217) 525 -5320.

MLC:bm

Thank you for your time and cooperation.

Sincerely,

itiUd1444.
Mark Lincoln Chadwin
Director
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SURVEY OF ILLINOIS FINANCIAL AID OFFICERS
14 1+4

4105.

OLP'

SUM/ OP 11.11/.0111 PIP.N.ClAk All MOSS

I. Name of Institution

Type of institution (chock one):

Public sealer tallest/university

Private ssnier college/univorsity

3. Your nude

hospital School of Nursing

Public community tolls.

Privets junior colitis

tort
hnrofe cole Mrbor

Your title

Length of ties la this position

Length of ties it this instItutiom

Highest owed doges. Mayer field

Total years exporienco in student pontoon wort

3. Staff (Fri) working in financial tido ollica Mining the 1173.73 wades!"
year Average

ARRO61 Salary

a. Annum of professienolS

b. Number of paraprofessionels

t. Number of clerical omployoeS

d. Do you consider your professional staff turnout rota problem?

a. Now *any »shin of your staff participate it )ob.rolatod prof.
stone! nrganitationo?

Number

Illinois Association of Student Financial Aid Adminittratiosul

Midwest Association of Student Financial Aid Admini

Other organjtations (pleas spotity)
11
fil11

f. Please describe any other professicusi demslopeent or it-sorriet
training activities in which you or your staff usage.

Typo of activity Kee Otos,

11. Which of this following professional espemsts has your snstitutiom
paid for you or members Of your stall duties acodomic year 11173-73
Sr 1373.74?

Professional organisation meaborship foes Toe P.
Calf 000000 espensos Toe IN
Subscriptions Yes Ni
Other (please specify)

1. Please provide the folleding information about the workload osperiestod
by your o;:ite defthe the 1172.73 academic year.

G . Total number of students for whom sane document lafernation was

p (include veteran certification)

b. Total number of students who filed applications for financial aid
soots' 00000 d directly by your office

e . Totsl dollar amount of financial aid ado rod directly by your

office -rDiEruiiiirieral fends)

S. Owe your financial aid offset currently use computer Services is any of
the following goys?

a. toohateoing (include summarisation of data
for operations reports) Yes No (Chock ewe)

b. Letter writing (routine notification of application

stint's, sward decisions, etc.) Yes No (Chad ors)

S. Iteserch (loulntleis, projection of
Olfthl. etc.) Pao No (Mock opt)

d. Prot..sins of noniientions (isstIno docln.nakInci
mowed packosins, etc.) Yes No (IAean now)

6. other usos (pions. specify)

4. If you are now using computer. what ere the major Wont' to your

stilts?

a. Cost Savings (including tiro savings) Yes No (Check sae)

b. Professional staff tide is food for mete

effective use Yes No (tAuck im,o)

e. Mort is done with looter ocemracy Yes No (Cheek sae)

7. If you aro net now using s computer for my part of your oporatiamii
which orilli-Iollowing reasons apply?

G. A computer is net needed IS our
particular 'limonite. Too No (Discs um)

b. Me don't have the tide or knewhee
to common to computer. Yes No (Cho* ono)

e. Computers are not believed copal,
of fair doeision.aaking in financial
aid matters, even in routine coo. Tee Ne (Check ono)

d. No would lit, to use computer 'Heim.
but our institution hasn't mode funds

Teo No (Chock toe)

5. Other

O. howly luny changes in 1SSC's Monetary Award Petering have bent proposed.
If the program were to be expanded with additionsl funding. what would be
your priorities f Please rank Oil item free 1 (Alps.' prise.
itY) to 7 (lowest priority). and ussiras numbs, only sass.

G. Iligibility should los dad to students carrying at least
half-time course lead.

b. Aid should be extended to include sew portly. of living con
-beyond tuition and fees.

C. Students who are unable to complete a bachelor.' degree is
four years should be eligible for aid in their fifth year.
(e.i.. S-year professional bscheier's programs, remodiol wok
for the educationally disadvantaged. ete.)

d. Monetary swords should bo aveiiablo to graduate students.

e. Students attending accredited "for pref.t" (prepriotarp" schools
should Y6'1110,16.

f. Illinois resideets should ha dolo to the choir watery awards
out of

1 Other

Please answer the questions in the neat sic ens ding to the follow.
ins rupees* key: SA strongly egret. A isms. 0 disssret. SO etre/SI?
disaster. Circle one response for each item.

S. Publicly funded is000d sword !MUMS. (Circle ono)

e. Public naeod programs should is olislastod mod foil
transferred to sood.blisod prestos. SA A I SO

SA A 0 SO

b. Public .o -need programs ere important moos of of
feting financial incen for the training of
persons in high demand. low supply eteipstitel.

t. Public ao-need aid protean are e good roe of
rewarding groups who have provided isomers
public Service (veterans. Children of Poligsme
killed in the line of duty. etc.). SA A O SO

d. 1SSC State Scholar competitive furls Wooers
should rocoivo stipend regardless Al fInamelal
awed. SA A S

IS. Stets and Federal Loan Programs.

a. Loans are best suited for student' at SIS 191Of
division and graduate *tools. SA A S SO

b. Irons should be used only as m last resort. SA A 0 II

. The Illinois C d WOO Program asi the Pederelly
1 d Student Loan Program have been severely jet.
pordited by the new needs test requireont. SA A S SO

d. Lean programs should he ado more flexible, including
.:liable terns or iatome contingent options.

s. Students should b.- willing to incur debt for post-
secondary tratntn. and sr effort should be mode

to pronoto this ides.

f. Mequato loan funds hove hIStOrItellY boo available
through the Neti04111 Diroct Student Lent program.

S. Adequate lean funds eve not availohlo Weeds MIL
for the oendeole pont 1973-74.

SAADI&

b. Adequate lens funds have historically been ovallable
through the Illinois Cuarmteud Loan Nygren And
the federally 1 d Student LIMO treersm. SA A S SO

1. Adequate loan funds arc net available through IOU
and F1SL for the academie year 1973.74. SA A O SO

3. 11'3.1' 111 ms d.atid be alias nvol lehle to eindento earl.
ins nt loot a half.tlee (but less than a full-time)

course load. SA A 0 SO



k. In oddities to current annual lees neatens,. student*
shodld as c f pelicy also have she *Mimi of
asuman( the imams' deeigneted se "family teetribe

1. Certain groups if students are discriminated ageless
by lenders. (1. you agree or strongly agree with

tide statement. please spout, which groups.)

11. Nork/Stuer Programs.

a. The recent change time a Vihour per vest OWING to
a 44.hour *axioms was a good decloiso.

b. The State should provide work/study program.

s. The federal College Work/Study Program should be
expanded with sssss sari balding.
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8.4 A I

SAAOSO

SA A 0 SO

SA A 0 S,

MAIM
d. AA expanded work/study concept such as the develerment

of cooperative 000000 ion programs (i.e., alternate
periods of full-time study and fuli.time 4*Pieldent
related to a student's academic or occupational edijee
tives) should be explored. AA A I SO

If the State were to provide a wort /study program. it
shou'd differ from the federal program. (It you agree
or strongly agree with tilts statement, ?leis* cement
on the differences you would favor.) SA A 0 SO

U. taste Educational Opportunity Grant.

a. The shift toward student rather town campusbased aid.
inherent in the ICOG program, is hotter (or student,. SA

b. The trOG program viii make ?Imolai et the campus level
more difficult.

A 10

MAIO
e. The ROG program is likely to be fully funded vithie

a year Sr tuts. SA A 0 0

4. The Met Impact Of the SEW program is likely to be
a reduction in (Metal aid to students IS hi.sot
educator'. SA A 0 U

13. Is g 1 do you this/ that students and petunial students with fisam.
cial need are getting the intimate* they sired to make cello's deelsionot

Ti, No

a. Nish schoel guidance personnel are am ottani'
source of financial aid information. SA A 0 U

b. College and university financial aid &Man
are an effective Source of !tamalel aid leforeetio SA A 0 SO

c. The ISSC Office of intorsatIon Services U ee eft...
sive source of financial aid inforiwatios. SA A 0 SO

4. The federal government is an effective seem of
!mantis: Sad tnformatIOA. SA A II SO

o. Smelly rind friends are an effective slum of

A 0 SOfinancial aid information. SA

14. floes, respond to the following statements im they relate is your general
Philosophy about "pacitaprig" financial old.

a. Every effort should :a made to net a student's
financial need through molt-repayable 10Silltad011

before loan assistance is used. SA A S SO

b. leer, effort should be ludo to sect a studeet's
financial need through noo.repsymble assistasee

beare von/Stud, assistance is used. SA A 0 SO

S. Creator relative ',lib's*, on mon.repayable assistance
should occur at the lower division undergraduate level

than at the upper division undergraduate level. SA A 0 AO

The proper balance in packaging financial WIStlItIlAe0

varies iportalitly according to the degree Ad stu
dent need. SA A 0 SO

1.

O. The ter. 'balanced packaging" (i.e., achieving a
proper six of nonrepayable assistance, wort, study,
an:, loans) not a Viable OT operationally useful
concept. SA A 0 SI

Please use the following specs to 'spend ea any of your responses to
the eve icier.

130 COM NiailPs151

15. It students and families wore forced to pay a larger share of colter
costs. de you think there would be any doff

in the impact OM all
rellment arcing grads levels (i.e.. lomat

division undergraduates verses
upper division undergraduates versus graduate students)/

Please exploit;

Tee Ms (Cheek ono)

le. Do you feel the Illinois State Achelefehip
CflasiaSten Milli at effectivejob of admiaisteringt

a. The Minstar, Award Program Two Me (Cheek ems)b. The Guaranteed Lean 'SWIM Tao Me (Cheek ems)

De you think the State frivoler Program should be cottoned'

Yes No (Cho. one)

CollmenUt

17. Mist was tun Mal dollar awount of financial aid received by all 0 pour
students during the 1977.73 iicadoole year? (rlenet, woke bate at it...
such ns GI Will dlidnissnounts for which you mug not have Information of
he n100 to oralonte.)

PiVMsf rive a ye tare hrnakdnun of 1972.73 fintinelal all received by
your etudents ccerdlna to the follicular closilfieitimml

(*stiletto iterenesa

e

b.

NenrepOyable SISIStiihed

fvdurni------. Soto
Pelves..
0I 0h.,

tt

___...

t

Gears t t t

tottrdtOdf t t 11,

Meempayable maiming,

Wolf divisies
undergraduate

Upper divisiestradvate sad
undergraduate refeiStolal

b b b
Lena

WerkfStudy

le. Plellie provide the relieving information
about the taw, !atone diatribe.ties of your 1172.73 undergraduate

student bed,

Percent

Percent

Percent

Persist

Percent

foam families with annual incomes below SIAN.

team families with intone between 55.000-11.000

free bailie* with income bitween $11.00016.01111

hem (sallies with imam between 814.408.10.000

fret (sillies with incases sbeve $20.00

IN P.

lt. Please add any other etomnts
that you think pertinent to an evallustime

of tno adequacy rind off.ctiveness
of financial aid programs available toIllinois residents.

(Include thoughts pertaining to current propelas well as to changes you think will
or Jieuld eccur ever ties.)



APPENDIX III-1

UNDERGRADUATE NRA BY SOURCE AND TYPE OF INSTITUTION
AY 1972-73

Federal State
Institu-
tional Other Total

Community Colleges $3,381,000 $ 7,246,000 $ 30,000 $ 22,000 $10,679,000
Percent of Row 31% 67% IMP IMP 100%

Percent of Column 29% 11% - - 1% 11%

Public Universities $4,290,000 $32,691,000 $ 4,787,000 $ 98,000 $41,866,000
Percent of Row 10% 78% 11% M. 401 100%

Percent of Column 37% 50% 23% 4% 42%

ALL PUBLIC $7,671,000 $39,937,000 $ 4,817,000 $ 120,000 $52,545,000

Percent of Row 15% 76% 9% 00 00 100%

Percent of Column 66% 62% 23% 5% 53%

ALL VATE $4,029,000 $25,001,000 $15,882,000 $2,082,000 $46,995,000

Pk nt of Row 9% 53% 34% 4% 100%

Pe.k;ent of Column 34% 38% 76% 95% 47%

TOTAL $11,700,000 $64,938,000 $20,699,000 $2,202,000 $99,540,000

Percent of Row 12% 65% 21% 2% 100%

Percent of Column 100% 100% 100% 100% 100%

SOURCE: IBHE, "Status Report of Student Financial Aid in Illinois," April 1973.

Appendix III-1 is based on the same IBHE survey as Table III-1 and shows the break-
down of reported undergraduate NRA by source and type of institution. The "Per-
cent of Row" figures total horizontally and show what portion of each type of
institution's NRA comes from each source. For example, 31% of the NRA reported
by public community colleges came from the federal government. The "Percent of
Column" figures total vertically and show what portion of the source's funds go
to each type of institution--for example, 29% of the reported federal NRA in
Illinois went to students at public community colleges. It can be seen from this
table that private institutions receive 95% of the "other" NRA, although this ac-
counts for only 4% of the total NRA they receive. It is also noteworthy that the
private institutions contribute 34% of the scholarships and grants their students
receive and that this amounts to 76% of all institutional funds allocated to students.
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HIGHER EDUCATION

Research Currents
RESIDENT TUITION AND STUDENT
MIGRATION: SOME RECENT PROBLEMS
by Carol Herrnstadt Shulman

In recent years. state institutions of higher education have
claimed an increasing share of the student population. The
appeal of these institutions is based, in part, on the relatively
low tuition charged to state residents. Conversely, the
higher tuition rates charged by state institutions to out-
of-state students encourages these students to enroll in
their own state's public colleges. These tuition regulations
have contributed to the continuing decline of student migra-
tion across state borders (Fenske 1972; Carbone 1972; Wade
1970).1

This relationship between nonresident tuition and
decreasing student mobility may be altered in light of the
1973 Supreme Court decision that declared unconstitutional
Connecticut's maintenance of a permanent nonresident
classification for tuition purposes (Vlandis t. Kline. U.S.

37 L. Ed. 2d 63. 1973). This issue of Research Currents
will look at the impact of this Supreme Court decision on
student residency requirements and tuition charges at pub-
lic institutions. In relation to these findings, current informa-
tion on student mobility will be examined. Finally, the
developments in interstate and regional cooperative
arrangements to eliminate tuition differentials and maximize
educational resources will be discussed.

THE COURT'S VIEW

State and federal courts became involved in the problems
of residency and tuition differentials when nonresident stu-

'For purposes of this paper. the terms "migration" and "mobility"
will be used interchangeably to describe student movement from
a home state to another state to obtain a higher education. The
terms residency." "nonresident." and "resident" student shall
refer to the legal domicile of the student for purposes of tuition.

Research Currents is prepared by the ERIC Clearinghouse on
Higher Education. The George Washington University, Washington,
D.C. The material in this publication was prepared pursuant to a
contract with the National Institute of Education, U.S. Department
of Health. Education and Welfare. Contractors undertaking such
protects under government sponsorship are encouraged to express
freely their judgment in professional and technical matters. Prior
to publication. the manuscript was submitted to the American
Association for Higher Education for critical review and determina-
tion of professional competence. This publication has met such
standards. Points of view or opinions, however, do not necessarily
represent the official view or opinions of either AAHE or the
National Institute of Education.

Copies of Research Currents may be ordered for 40c each from
the Publications Department. American Association for Higher Edu-
cation, One Dupont Circle, Suite 780, Washington, D.C. 20036. Pay-
ment must accompany all orders under $15.

dents, faced with rapidly rising tuition costs, began to ques-
tion the discrimination they encountered in paying a tuition
differential and to challenge their inability to change their
status from that of nonresident to resident student (Carbone
1973). In June 1973, tne Supreme Court handed down a
decision that settles some questions in the resident-
nonresident tuition controversy, while it poses new prob-
lems for educational administrators and institutional
finances.

In Vlandis v. Kline. two students, Kline and Capatano, chal-
lenged the Connecticut statute that held an applicant's legal
address at the time of application for admission to a public
college determined the student's resident or nonresident
status throughout the student's college career. One student,
Kline, applied to the University of Connecticut from Califor-
nia and transferred there after her marriage to a life-long
Connecticut resident. Under the Connecticut statute, she
was classified as an out-of-state student. even though she
had a Connecticut driver's license. her car was registered
in Connecticut, and she was a Connecticut voter. The other
student. Capatano. was an unmarried, graduate student at
the University of Connecticut who applied to the University
of Connecticut from Ohio and moved her residency from
Ohio to Connecticut. Like Kline, she had a Connecticut
driver's license, her car was registered in Connecticut, and
she was a registered voter.

The Supreme Court held that Connecticut:
... is forbidden by the Due Process Clause to deny
an individual the resident rates on the basis of a
permanent and irrebuttable presumption of non-
residence, when that presumption is not necessar-
ily or universally true in fact, and when the State
has reasonable alternative means of making 'the
crucial determination. U.S. 37 L. Ed. 2d at
71.)

The Court also suggested some of the facts that may be ,:an-
sidered as evidence of residency: a year-round Connecticut
home, a Connecticut ciriur..'s license. car registration. voter
registration, etc. But, whine upholding Kline and Capatano's
claims, the Court noted that the state need not classify as
resident students all those who attend its institutions.

Vlandis also addresses the questions of (1) whether a state
may require a reasonable waiting period to establish
residency. and (2) whether a state may levy different tuitions
for in-state and out-of-state students. On the first question.
the Court refers to Starnes v. Malkerson. a 1970 case in
which a Minnesota district court upheld (and the Supreme
Court affirmed) a University of Minnesota regulation requir-
ing bona fide residency in the state for une year prior to

Carol Herrnstadt Shulman is a research associate at the ERIC
Clearinghouse on Higher Education.
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classification as a resident student. This regulation allows
the student to use the time spent as a student in the state
toward the establishment of residency. In contrast, the Con-
necticut regulation did not recognize time spent while a stu-
dent as state residency for tuition purposes.

The Court in Vlandis did not directly rule on the issue of
tuition differential, but it did comment that:

The State's objective of cost equalization between
bona fide residents and nonresidents may well be
legitimate ... U.S. _, 37 L. Ed. 2d at 69).

and
We fully recognize the right of ithe State's' own
bona fide residents to attend such institutions on
a preferential tuition basis ... (_ U.S. _, 37 L. Ed.
2d at 72).

However. it rejected the basis upon which Connecticut fixed
residency permanently as the student's residency at the time
of application for admission.

Recently. the Supreme Court confirmed the state's right
to establish a durationsl residency requirement before
granting resident status for tuition purposes. In Sturgis v.
Washington, the court granted summary affirmation to a
lower court decision that upheld the state of Washington's
statute defining a resident student as one who has estab-
lished a bona fide domicile in the state for other than educa-
tional purposes. The statute also requires the student to
maintain that domicile for more than one year immediately
preceding the beginning of the term for which he is regis-
tered as a resident student at a public institution. As in
Starnes. students can attend school during the period in
which they are establishing residency.

CHANGES IN TUITION INCOME
For public institutions. the Court ruling in Vlandis prom-

ises to severely limit tuition revenues, as students who were
once permanently classified as nonresidents establish
residency and qualify for in-state resident tuition rates. In
a study conducted for the National Association of State
Universities and Land-Grant Colleges (NASULGC) and the
American Association of State Colleges and Universities,
Robert Carbone (1973) estimated that the total actual
income from nonresident tuition in public college and uni-
versity budgets was between $250 and $300 million. In a
later report Carbone suggested that the potential loss of
income might be estimated at between $125 and $150 mil-
lion a year for all public foil-year institutions. This estimate
assumes that freshmen end first-year graduate students
comprise about half of all nonresident students at an ins:qu-
tion, and that there will be smaller numbers of nonresidents
in the sophomore, junior. and senior years due to transfers
back to home states.

The loss of such a large amount of revenue suggests the
extent to which a tuition differential does exist between resi-
dent and nonresident students. In fact, this differential at
NASULGC institutions has almost doubled in the last eight
years, going from a median differential of $423 to $802.50
(Carbone, 1973). For some states the tuition differential has
proved to be financially advantageous. This situation occurs
when a state exports more students to other states than it
imports, and at the same time assesses high fees on stu-
dents coming in from other states. Florida, for example, is
in this position within the area covered by the Southern Re-
gional Education Board:

Florida exports more students to every other state
within the region than it receives. However, due to
the fact that Florida non-resident fees were the
highest in the south, in 1971 ($1,500) ... Florida
realizes a net profit in its transactions with four-
year institutions in Arkansas, Maryland, and Vir-
ginia, despite the fact that institutions in these
states enroll ... more Florida students ... than
these states send to Florida (Reicnard 1973b).

As out-of-staters eliminate the tuition differential by
changing to resident status, the original resident students
may be affected by increases in their tuition fees. The cur-
rent situation at the University of Michigan is a case in point.
Following the decision in Vlandis, Michigan found that it
would lose about $2.5 million in revenue due to changes in
resident status. To cover this loss, as well as a loss of
$600,000 from 1972-73 (thought to be caused by nonresident
students who dropped out for six months to earn residence
status under the old rules), and increased costs, Michigan
raised tuition fees: 15 percent for all freshmen and
sophomores; 24 percent for nonresident juniors and
seniors; 30 percent for resident upperclassmen; and 20 per-
cent for graduate students (Flemming 1973; National

)n of State Universities and Land Grant Colleges
1973).

In addition, Michigan tightened its residency regulations.
The new regulations indicate that students' applications for
residency will be reviewed on an individual basis, although
a one-year durationsl residency period is a requirement for
all. The criteria for in-state tuition fall into two main sec-
tions: one set of circumstances has "probative value" for
a claim of residency, and another set of circumstances
"standing alone, shall not constitute sufficient evidence of
domicile to effect" resident classification. The regulations
do not specify what number or combination of criteria will
qualify a student for resident tuition. The first set of criteria
include the more difficult to establish proofs of residency.
such as continuous presence in Michigan when not enrolled
as a student, reliance upOn Michigan financial sources for
support, and long-term military commitments. The second
group of criteria are more readily obtained: voting registra-
tion, employment in a student position, domicile in the state
of a student's spouse, automobile registration, and other
such evidence.

Michigan's action on the residency regulation question
may indicate the beginning of a trend at public institutions
toward stiffer and more precise residency regulations. In
other states, public institutions have attempted to compen-
sate for the loss of nonresident revenue by requesting the
state legislature for additional funding, but the state legisla-
tures' responses have bean to establish residency criteria for
tuition purposes (Reichard 1973b).

Recommendations for residency criteria have come from
Robert Carbone, currently directing a study on tuition alter-
natives for the Ford Foundation, and from the Education
Commission of the States (ECS). Carbone (1973) suggests
several types of evidence that a student might present: ful-
fillment of a residency requirement; continuous or nearly
continuous substantial employment; payment of state
income taxes on income earned inside and outside the state;
registration and voting in the state; registration of a motor
vehicle; ownership of real property or evidence of rental
payments; and involvement in activities that are priliarily
student-oriented. He also calls for a definitive administr,.tive
procedure to decide these cases.
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The ECS model legislation. published in 1971, contains a
provision reflected in the Michigan regulations:

The domicile of any emancipated person receiving
regular financial assistance from his parent, or
whose parent's income was taken into account by
any private or governmental agency furnishing
financial educational assistance to such person .. .

is that of his parent (Model Legislation .. . 1971).

While it may be doubtful that this criterion alone would val-
idly determine a student's residence, it may appear in an
institution's set of residency qualifications.

STUDENT MIGRATION PATTERNS

Although millions of dollars in nonresident tuition may be
involved in the residency-nonresidency controversy, the
number of college Audents out of the total college student
population that actually crosses state borders is small. In
1971, only 463,357 out-of-state students were enrolled in
publicly controlled four-year institutions, but the total popu-
lation in these institutions was 4,438,442 (Carbone 1972).

Moreover, the number of mobile students is declining
(Fenske 1972). In its 1968 rerwt on residency and migration
of college students, thd National Center for Educational
Statistics found that 83 percent of American students en-
rolled in the U.S. remained in their home states. This rep-
resented a 2 percent decline in mobility in the 1963-68
period, the last time such a study was conducted (the next
report is due in early 1974). This decline is caused by a
number of factors, the most prominent of which is the
increase in the number of public institutions. While mobile
students declined by 2 percent between 1963 and 1968, the
number of students in public institutions as a percentage
of the total college student population rose from 62.3 per-
cent to 70 percent (Wade 1970).

Another significant barrier to student mobility is the
higher tuition rate charged to outof-state students. Carbone
(1972a) reports that the substantial increase in tuition differ-
entials at state and land-grant institutions does not affect
migration to the major institutions but has inhibited out-
of-state enrollment at smaller state colleges and universities.
Another writer (Fenske 1972) cites a report that shows a sig-
nificant decrease in enrollment at the University of Wiscon-
sin as a result of major increases in nonresident tuition. For
example. at Wisconsin a nonresident quota of 20 percent for
the 1970 freshman class was established, but only 17.9 per-
cent enrolled.

In the discussion of state-created barriers to mobility and
statistical data. little attention is given to the personality pro-
files of the students who cross state borders. Such profiles
can provide useful information on the composition of stu-
dent bodies with substantial numbers of nonresident stu-
dents, and a recent study examines the relationship between
student mobility and students' personal backgrounds. In the
first national longitudinal study of its kind, the authors
(Fenske 1972) selected two groups of entering freshmen
from the students who took the American College Testing
Program's Assessment between October 1, 1965 and Au-
gust 30, 1966, and between those same dates in 1968 and
1969. The first sample included 32,351 students from 796
colleges in 39 states. the second sample was of 50,205 stu-
dents from 1.103 colleges in 45 states. The authors divided
each sample into four patterns of enrollment: (1) local
attendance; (2) attendance within the state; (3) attendance
in an adjacent state; and (4) attendance in a distant state.
The authors found that between the first and second sample

there were increases of 1.4 percent and 0.6 percent in
categories one and two. respectively, and decreases of 1.4
percent and 0.6 percent in categories three and four. In both
samplings, the characteristics of students who crossed state
borders included: above average ACT Composite Scores;
expectations at or beyond a bachelor's degree; a rural or
suburban home community; a moderate-to-high family
incor,,e; no plans for part-time work; little emphasis placed
on ;JW cost" or ''desirable location," and greater impor-
tance attached to considerations such as ''national reputa-
tion" and "special curriculum." The converse of these
characteristics was true for those students who attended
college within their home state. As a result of their findings,
the authors suggest that there appears to be developing an
undesirable movement toward stratification of higher educa-
tion based on socioeconomic factors.
FUTURE TRENDS IN STUDENT MOBILITY PATTERNS

As a result of Vlandis, some administrators in higher
education are seeking new geographical patterns in college
attendance that will take into account the comparative ease
with which a student may establish new domicile for tu-
ition purposes. Thus, there is discussion both of new efforts
towards regional cooperation and new methods of assess-
ing tuition.

For example, the adjoining states of Minnesota and Wis-
consin have recently implemented a reciprocity agreement
that waives all barriers to public postsecindary education
for residents of one state who wish to attend school in the
other state. This agreement replaces earlier ones of 1969-70
and 1970-71 that enabled more than 300 students from each
state to cross into the other state, and a 1972-73 agreement
that increased this number to 600 from each state (Min-
nesota Higher Education Commission 1973). The current
agreement applies to students at all levels in both states.
Tuition, fees, and admissions requirements apply equally to
Minnesota and Wisconsin residents and, with the exception
of the University of Minnesota's School of Veterinary
Medicine, there are no quotas on the number of students
who may be admitted from the neighboring state. Prelimi-
nary figures for student exchanges under this new agree-
ment indicate that as of October 18, 1973, 2,271 Minnesota
residents enrolled in Wisconsin, and 1,273 Wisconsin resi-
dents enrolled in Minnesota. This rough two-to-one ratio has
remained the same during the three years of reciprocity
between the two states (Laird 1973). The new agreement
calls for an annual accounting to deal with the financial
losses caused by a net out-migration: the state with the larg-
est net tuition loss (the difference between the total nonresi-
dent tuition and the actual resident tuition paid) receives "an
amount determined by subtracting the net tuition loss of the
state making the payment from the net tuition loss of the
state receiving the payment" (MinnesotalWisconsin
1973).

In another exchange program to encourage student
mobility and better utilization of resources, the Southern
Regional Education Board will launch an "Academic Com-
mon Market" for its region in the fall of 1974, This program
will apply only to graduate students and does not involve
any exchange of dollars among the 12 participating states2
(Texas and Louisiana are currently not included). The states

2These states are: Alabama, Arkansas, Florida. Georgia, Kentucky,
Maryland, Mississippi, North Carolina, South Carolina, Tennessee.
Virginia, and West Virginia.
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will select the programs they want to include in the market.
Generally, these are expected to be programs that are
underutilized in their own states and that are not available
in other states in the region. In-state tuition will be charged
to all students. and it is expected that the participating
states will benefit from the maximization of their resources.
SREB will administer the program regionally, and there will
be an administrator in each state responsible for coordinat-
ing the market P.;4ivities (SREB 1973b).

These regional efforts may provide some relief for institu-
tions by promoting full utilization of resources and by resolv-
ing on a limited scale the problem of resident-nonresident
tuition. But it appears that public institutions in general need
to find other solutions for coping with the changes in
resident-nonresident status and institutional finances that
Vlandis will bring.

Recognizing the developing problem for public institu-
tions. Robert Carbone is directing a study of alternative tu-
ition plans. funded by the Ford Foundation and sponsored
by the National Association of State Universities and Land-
Grant Colleges and the American Association of State Col-
leges and Universities. The study. due to be completed in
July 1974. will examine alternative methods of levying tuition
and discuss the implications of each method, including their
potential effect on student migration patterns. In addition,
Carbone will examine current factors that provide a back-
ground to changes in tuition models:3 the Vlandis decision,
and new age-of-majority and voting laws.

In short. new methods of tuition assessment must be
found to compensatct for large losses of revenue from non-
residents who qualify to pay resident fees. In the alternative,
public universities could raise in-state tuition charges even
higher than they are presently. Whether the institutions will
choose a solution that encourages student migration or that
accelerates the trend toward nonmigration remains to be
seen.

'The study proposal lists six possible tuition alternatives: 1. tuition
based on full cost of instruction for all students; 2. full cost of
instruction with four-year tuition vouchers for all students who
graduated from an in-state high school; 3. full cost tuition in
freshman year. gradually decreasing in succeeding years, with one-
year tuition vouchers for graduates of in-state high schools; 4. a
national student tuition "bank" that would administer cost-
of-educational payments from state governments in lieu of
individual nonresident tuition payments; 5. state, regional, or
national student exchange programs that would equalize in-and-out
migration and thus eliminate the need for differential tuition charg-
es; 6. nonresident tuition based on some form of income con-
tingency that would assess higher fees from nonresident students
who do not choose to maintain extended residence in the state after
completion of college work.
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APPENDIX III -3
ILLINOIS STATE SCHOLARSHIP COMMISSION

Box 607, 102 Wilmot Road - Deerfield, Illinois 60015(312/945-1500)

1974-75 MONETARY AWARDS

INSTRUCTION - WORK SHEET

The ISSC is using a mark sense document collcct information from the applicant hr the 1974-75 Monetary Award Pro-
gram: therefore, it is imperative that all questions be answered on the Instruction - Work Sheet first. After completing the
Work Sheet, the applicant must transfer the answers given to the Application Answer Form. Be certain information is coded
in the appropriate blocks and the squares and circles blackened for each recorded response. Only the Application Answer
Ferm (and Special Circumstances Form, if applicable) are to be returned to ISSC in the preaddressed envelope provided
for you.

The Application must be completed by the applicant and the parents (including step-parent) or court-appointed guardian
(and spouse) with whom the applicant lives or last lived. A Student may qualify as a self-supporting student only if he meets
all of the following requirements: (1) Has lived in Illinois for six consecutive months, in some capacity other than as a full-
time college student, prior to September 1, 1974; (2) was not or will not be claimed as a tax dependent by anyone other
than self or spouse for the 1972 and 1973 tax years; will not be claimed by anyone other than self or spouse for the 1974
tax year: has not and will not live with either parent anytime during 1972. 1973, and 1974. Students not meeting all of the
above requirements must submit parental information.

The only exceptions to having someone other than parents complete the form in addition to the above self-supporting re-
quirement are as follows: (1) applicants who are veterans with at least six months of active duty and an honorable discharge
are not required to furnish parental information; (2) applicants whose parents are primarily supported by public aid are re-
quired to have parents complete only items 69-84 which refer to parents asst,::.; (3) applicants who are currently Wards of
the State of Illinois are not required to furnish parental information; and (4) applicants who are orphans (both parents de-
ceased) must furnish guardian's information if claimed as a tax dependent by guardian in 1974. Otherwise, no parental infor-
mation is required.

All financial information reported on the Application Answer Form is subject to verification with federal and state tax records.
Any discpancy between the information contained in this Application Answer Form and the 1972 Income Tax Re-
turn and ether misstatements relating to assets may result in the withdrawal or loss of the student's award.
The following is a description of the Monetary Award Program and the eligibility requirements:

Final Deadline Date

September 1, 1974

MONETARY AWARDS ARE

I) Applicable only toward tuition and mandatory fees for full-time under-
graduate study at more than 175 ISSC approved Illinois colleges, univer-
sities. and hospital schools of nursing:

21 Made in amounts up to $1.300 annually but cannot exceed tuition and
mandatory fees.

3) Assigned on the basis of financial need at the approved college of the
student s choice An applicant. who is unable to demonstrate financial
need at the college he indicated in his application. should keep the Com-
mission advised of any changes in college plans to permit a re-evalua-
tion of his eligibility for a Monetary Award

4) Sent to the educational institution in the name of the recipient after the
institution confirms the full-time enrollment of the recipient.

51 Renewable annually upon proper application and provided need can be
re .established

6) Provided from funds subject to annual review and appropriation

ELIGIBILITY REQUIREMENTS Applicant must:

1) Be a citizen or permanent resident of the United States:
2) Be a resident of the State of Illinois fat least one parent. step-parent. or

court-appointed guardian must reside in Illinois unless the applicant
qualifies to file the Application as a self-supporting student, in which
case the applicant must have resided in Illinois in some capacity other
than as a full-time college student for six consecutive months prior to
September 1, 1974);

3) Be a person of good moral character:
41 Be eligible to enroll as a full-time undergraduate student and be in good

academic standing in an ISSC approved college. university. or hospital
school of nursing as of September 1. 1974.

5) Not have received a baccalaureate degree. nor completed 150 semester
hours or 225 quarter hours of college level coursework. nor received 8
semesters or 12 quarters of award payments. prior to academic year
1974-75

6) Demonstrate financial need as determined by the Commission.
7) Submit the required application form by the Sept 1. 1974 aeadiine date

SPECIAL NOTE: The I.S.S.C. funds for the Monetary Award Program are contingent upon appropriation. Any restrictions,
rilJe to insufficient funds to meet the award eligibility of each applicant. will be related to the postmark date of the completed
application. and preference will be given to announced 1974-75 awards. Therefore. you should submit your Application An-
swer Form as early as possible.

It is the applicant's responsibility to arrange for college admission and enrollment: however. it is not necessary that these
arrangements be completed prior to submitting the Application Answer Form.

The Commission will announce awards once every month beginning in December. 1973. The last award announcement for
the 1974-75 Monetary Award Program will be September 16, 1974.

The applicant may wish to consider asking his Post Office for a Certificate of Mailing P.O( Dept Form 3817. cost 5¢) for the
purpose of having a record of the date on which the application was mailed to the Commission. Failure to hear results of a
returned application within sixty days should cause the applicant to make inquiry of the Commission as to the status of the
application
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APPENDIX 111-5

METHOD FOR CALCULATING VARIOUS MEASURES OF VERTICAL EQUITY

Using the procedure described in Appendix 11-3, the average
percent contribution from each source for all 2,105 full-time under-
graduates in the sample was calculated as follows:

Average Value
of Amount
Category

Relative
Importance
of Source

Total parental assistance 1.386 25%
Total earnings during school year 1.122 20
Total earnings last summer 1.706 31
Total nonrepayable assistance .976 17
Total loan obtained .396 7

Total all sources 5.586 100%

The 1,967 full-time undergraduates who provided estimates of
annual parental income were grouped by parental income level. The average
value of amount category for each source and for each income group was
then computed as follows:

Estimated Annual Parental Income

(1) (2) (3) (4) (5)

Under $5000- $10,000- $15,000- Over
$5000 9999 14,999 20,000 $20,000

N: 178 363 702 441 283

Total parental assistance .583 .778 1.375 1.850 2.187

Total earnings during school year 1.202 1.201 1.095 1.088 .996

Total earnings last summer 1.324 1.554 1.817 1.739 1.897

Total nonrepayable assistance 1.612 1.476 .957 .623 .493

Total loans obtained .678 .594 .324 .357 .181

Total all sources 5.399 5.603 5.568 5.657 5.754

The relative importance of each source (the average value of
amount category for a source divided by the total of the five sources)
was calculated for each income group as follows:



APP 111-5

Estimated Annual Parental Income

(1) (2) (3) (5) (5)

Under $5000- $10,000- $15,000- Over
$5000 9999 14,999 20,000 $20,000

Total parental assistance 11% 14% 25% 33% 38%

Total earnings during school year 22 21 20 19 17

Total earnings last summer 24 28 32 31 33

Total nonrepayable assistance 30 26 17 11 9

Total loans obtained 13 11 6 6 3

Total all sources 100% 100% 100% 100% 100%

To obtain estimates of average dollar amounts of parental assis-
tance by each income group the following calculations were made:

(1) Students in Group 3 were assumed to be receiving a total of
$2400 from the five sources. (See footnote 1 on page 11 for an explana-
tion of this assumption.)

(2) Based on the average percentage of funds received from par-
ental assistance by students in Group 3 equal to 25%, an average dollar
amount received was calculated to be $600 (.25 x $2400 = $600).

(3) Based on the ratio of average value of amount category for
the other four groups to that for Group 3, average dollar amounts received
were calculated as follows:

Group 1: .583 x $600 = $252
1.375

Group 2: .778 x $600 = $342
1.375

Group 4: 1.850 x $600 = $810
1.375

Group 5: 2.187 x $600 = $954
1.375
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APPENDIX ITI-6

PERCENT OF FULL-TIME UNDERGRADUATES WHO AGREED OR STRONGLY AGREED
THAT "FINANCIAL NEED ASSESSMENTS ARE UNFAIR TO STUDENTS FROM MY
ECONOMIC BACKGROUND." Responses are reported separately for stu-
dents whose parents own a farm, own a small business, and all others.
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20 respondents) to be reliable.



IMPORTANT: You are only
eligible for this Program
if you have begun your
posthigh school education
after April 1, 1973.

APPENDIX V-1 /CSC'
DEPARTARrarRIALIKENCATION AND WELFARE

OFFICE OP EDUCATION

OMB NO.
Fenn expend

FOR OFFICE OF EDUCATION USE ONLY

APPLICATION FOR DETERMINATION OF BASIC GRANT ELIGIBILITY
FOR 1974-75 ACADEMIC YEAR
BASIC EDUCATIONAL OPPORTUNITY GRANT PROGRAM

READ INSTRUCTIONS FIRST

A APPLICANT INFORMATION

1. APPLICANT'S SOCIAL SECURITY NUMSER

(17.30)

2. APLICANT'S NAME

LAST NAMS

01(1.2)

1 -I i 1111
(3.11)

(3140) 40)

3, (a) Is Applicant: a U.S. Citizen or In the U.S. for other than a temporary
purpose and intending to become a permanent resident or a permanent
resident of the Trust Territories of the Pacific Islands?

4, Applicant's School or Colter) for the 1974-75 Academic Year If such
decision has been made. See Instructions.

For Office of Education use only

5, APPLICANTS PERMANENT MAILING ADDRESS:

VlirtPAD STRUT ($4.77)

MR NAN

1 0 YES
2 0 NO t"'

Please print:

3. (b) APPLICANT'S BIRTH OAT!

WORN MY
(d)

Name of SAW or College

City Mete Cede
ME 1431111C110fd POI USING OP SIAM COW

SEE INSTRUCTIONS FOR LISTING OF STAYS CODES'.

1 1 I
CITY (It ) SLAW ZIP COOS

EAPPLICANTS MARITAL STATUS: 7, IF APPLICANT 13 MARRIED OR HAS DEPENDENTS, ANSWER ROTH (a) AND (b) BELOW:
, Quoit i O MA01111i0 (a) Total size of Applicant's HouseholdInclude applicant, spouse, dependent children, other

(37) so ()Ivaco. ss.Aaarso WIC:40*W
dependents

(b) Number of Members of Household (Including applicant) to be In posthigh school educations, M.
Institutions In 1974-75

Has applicant attended a college, university, posthigh school vocational or technical school at any
'time before April 1, 1973?

CI YES
0 NO

(43)

NAME OP PARENT

PARENT INFORMATION
annonommumunsinniniam

LAST MARS MI NAM
10 111111:111111:11111

SOCIAL SECURITY NU

11,PARENTS' STATUS:

so WARRII0

0 MTH MUSED
{ DIVORCIO. SEPARATED.

1-1' WIDOWED. sihrhs
(43)

12.TOTAL SIZE OF WENT, HOUSEHOLD
-Maude ePOUCent, wants
dependent children, OW
dependents

13. MUSTIER OF MEMBERS OF HOUSE.
HOLD (Including applicant) TO RE IN
Posrmiaz SCHOOL EDUCATIONAL
INSTITUTIONS IN 1974 -75--

YOU MUST
ANSWER
EACH OF THE
FOLLOWING
QUESTIONS

YE
FOAR R EACH

14.010 OR WILL APPLICANT MI WITH
PARENTS DURING - - -

1117? 1174? 170
ID YU 10 YES YES

(41) 10 NO (45)10 NO (80)10 NO

APPLICANT'S STATUS
1 5,APPUCANT IS, WAS, ORW111111UMIO AS AN

EXEMPTION ON PARENTS'
FINIAL INCOME TAX RETURN DURING - .-

15731 ISM 11737

1O YES 10 YES 10 YES
(61)10 NO (s2)10 NO ($3)10 NO

16.DID OR WULAPPUCANTRIC11111$60001
MORE IN FINANCIAL ASSISTANCE PROM
PARENTS DURING

1971? 1974f 1571f

10 YES 10 YES 10 YES
(4)10 NO 0010 NO (N)10 NO

ZalmAtINSVZITEISNYYES FOR
i g lEagfv7:CVON

FOR ANY 1YOU
IrT/IINNSI
ANSWERED

N
4 Aga. YEA:MON

i ON THE NEXT PAGE, AND SIGN. SECTION EON THE NEXT PAGE, AND SIGN.



co .,., N. IIL A EMEN

M(5746)

PARENT% INCOME AND EXPENSES

17, TOTAL 'UMBER OF EXEMPTIONS CLAIMED
CO 111:1 PIDUAL INCOME TAX RETURN1

is. &Sal/ MOM INCOME (from Tine 15 of IRS
fain 1010, or Si: , 12 of 108 form 1040A)- - -

(5943)
19. ENTER Tita PORTION OF ITEM 18 EARNED

"THROUGH EMPLOYMENT SY:

GO RAW

pi 3
- -$1 I I I 1 1.00

$ .00

(64411)

(b) Mother__ ,00
(6943)

03
2n OT141.1 litilME (Social Security, child support, tax.
ww°fIle tondo. ,:apItal pins, welfare, eta.). See Instrue

thee
(1741)

21_ MTAL PECIFNAL INCOME TAX pAjD (from Una
-'1, el /RS ttn 1040, or Ilna 19 of 1040A)---

2-1)
UNUSUAL EXPENSES (Ike indructiono

(23.

MEDICAL and/or DENTAL

.$
(14)

J II3i 1 ll 1.00

.00-$

$ 00226 (I)
23. CASUALTY or THEFT Louts

psie
-$ .00

FMKNIIIT ASSETS AND DEBTS

PRESENT MARKET VALUE
el

uNPAID1011TONIE
0601Eb) sTS

1111111160241E soul_ 00
CMS-5)25 INVISTMERM AND

NEAL MATE $111111 1.ON MetnroBens).---$ A 03
(MO)

04 (H)

26 ousuess______$ A $ .00
(1243)

27. PAM- $ $ a.00
(3445)

213.CASK SAVINGS ACCOUNTS,
CHECKING ACCOUNTS -

(3640)
.00

APPLICANTSAPPLICANT'S SPECIAL EDUCATIONAL
(to be received between July 1,1974 and June

29. (6) Social Security benefits PER MONTH.

BENEFITS
30,1375)

$ I I a
(b) NUMBER OF MONTHS

(4143)

(44-451

30. (1) Veteran's Windt, PER MONTH (0.I. 0111)---__$ I I 2
(b) HUMMER OF MONTHS

(4940)

(46-41)

APPLICANT'S RESOURCES

31. SAVINGS, OTHER RESOURCES (s.. Instructions) --$
01.65

00

"We certify that we have read this application end that it Is accurate
and complete to the beet of our knowledge. We agree to provide. If request.
ed, any doeurnentatIon, Including a oopy of our 1973 Federal income Tax
fietlim, natoseary to verify 111h1111311U011 reported on this form. I understand
that the resift of the eligibility esieuIetIon may be released upon request
to aoproodato Mato SWIMS fblefIlliel Aid Agencies.-

AfFuOMIT (M) OATS count= (5M)

1411w11100111all SWIPM (MI MOTHER OR FEMALE OuARDIAN (641

OS 90/613$6. $06

.---Balli AN A

INCOME AND EXPENSES: APPLICANT /SPOUSE

TOTAL NUMBER OF EXEMPTIONS32, CLAIMED 0 .

ON 1973 FEDERAL INCOME TAX RETURN:
(57.511)

22. ADJUSTED GROSS INCOME (from line 15 of IRS 197333
form 1040, or line 12 of IRS form 1040A). - - - - -$

00
(5043)

34, ENTER THAT PORTION OF ITEM 33 EARNED
THROUGH EMPLOYMENT BY:

(e) Applicant $ .00

(6441)

(b) Spouse _S .00
(6943)

06 (1.2)
36, OTHER INCOME (Social Security, child support, tax-

free bonds, capital gains, welfare, etc.). See instruc-
tions - -Si .00

(1741)
36. TOTAL FEDERAL INCOME TAX PAID (from line

18 of IRS form 1040, or line 19 of 1040A)-- -$ .00
--(-;;)

UNUSUAL EXPENSES (Sea Instructions) i i i
and/or DENTAL SL. .0037,,MEDICAL

(2144)

38,CASUALTY or THEFT LOSSES -$ .00
(3246)

ASSETS AND DEBTS: APPLICANT/SPOUSE

UNPAID MORTOAOE
PRESENT MARKET yawl OR DEETS

a) b)

39. HOME.. $ .00 $ SO
(31-43)

40, INVESTMENTS AND
REAL ESTATE
Nee Instructions)-...--$ .00 $ Ill .00

(42.10)
06 (1-2)

41. wawa_ -$1 i i fyri.. $1 1 1 1 Hi.
(1243)

42. FARM- $ .00 $ III .00
(24-35)

43, CASH, SAVINGS ACCOUNTS, (34.40)
CHECKING ACCOUNTS $ .00

APPLICANT'S SPECIAL EDUCATIONAL BENEFITS
(to be received between July 1,1974 and June 30,1975)

44. (e) Social Security benifits PER MONTH $ I I .00
(41.43)

(b) NUMBER OF MONTHS
(4445)

45. (e) Veteran's benefits PER MONTH (0.1. SIM_ $ 1 1 .00
(46-41)

(b) NUMBER OF MONTHS
(49-50)

1 (We) certify that I (We) have read this application end that It is accurate
end complete to the best of my (our) knowledge. I (We) agree to provide,
If requested, eny documentation, including a copy of my (our) 1973 Federal
income Tax Return, necessary to verify information submitted on this form.
I (We) understand that the results of the eligibility calculation may be re-
leased upon request to appropriate State Student Financial Aid Agencies.

APTIUGAMT (51) APPUCANTS SPOUSE (52) DATE COMPLETED (53.511)

WiA11111StANy PERSON WHO KNOWINGLY MAKES A FALSE
STATEMENT ON MISREPRESENTATION ON THIS FORM SMALL SE
SullACT TOAFINE .ORTOIMPRISONMENT.ORTO50TH UNDER
phovisIONS OF THE UNITED STATES CRIMINAL COOS

MAR CONPUIND POW TO

WOO
P.O. BOX 22114
WASHINGTON, D.C. 20013

* U4 GOVVINMINT PRINTING WICK: 1974 -997* 1119



APPENDIX VI-1

EXCERPTS FROM U.S. OFFICE OF EDUCATION,
"COLLECTIONS AND DELINQUENCY:

THE NATIONAL DEFENSE STUDENT LOAN.PROGRAM--1958-68"

The National Defense Student Loan Program initiated under
the National Defense Education Act of 1958 has served the
institutions and students of this country for 10 years as
of June 30, 1968. A brief summary of the Program is
provided below.

/

In the first ten years of the NDSLP
2,465,000....LOANS representing
1,475,000....BORROWERS (unduplicated) have provided $1,270,000,000

to the students in almost 2,000 institutions.

Of these borrowers,
II. 1,000,500....were TERMINAL BORROWERS as of June 1968. Their

loans totaled $ 979,000,000

Of this number,
(1) 40,500....have REPAID THEIR LOANS amounting to $ 48,000,000

which has been returned...to the NDSLoan funds
of the institutions for relending to other
students.

In addition,
(2) 165,000....borrowers were in their GRACE PERIOD. Their

loans amounted to $ 199,500,000

The remaining
(3) 795,000....borrowers were in REPAYMENT STATUS;...the funds

involved amounted to $ 731,500,000
of this amount

,$ 72,800,000
was due to be returned to the Fund during FY
1968.

These 795,000 accounts which were in repayment
status fall into four categories:

(a) 175,000 provided TEACHER CANCELLATIONS amounting to... $ 16,000,000
(40,000) additional teacher cancellations....were filed

as accelerated payments; these amounted to $ (4,800,000)
These accelerated cancellatias were not a part
of the funds in repayment status ($72,800,000)
as of June 30, 1968.

(b) 110,000....borrowers DEFERRED PAYMENTS in the amount of... $ 10,600,000
These payments were legally deferred for return
to student status, service in VISTA or the
Peace Corps, service in the Armed Forces, etc.
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(c) 336,000..provided CASH COLLECTIONS amounting to $ 25,100,000
(85,000).additional students made accelerated cash payments

totaling $(11,500,000)
These accelerated payments, as with the 40,000....
accelerated teacher cancellation - (3a above), either
were not yet in repayment status or represent advanced
repayments.

(d) 174,000..borrowers representing
199,000..payments in the amount of $ 21,100,000

failed t%, file a teacher cancellation form....or a
datrral request, or to make a cash repayment.

NOTE: Care should be exercised in concluding a
"delinquency rate." The $21,100,000 is a ten
year program accumulative total. It only has
meaning when compared to the amounts due to the
Fund during the same ten-year span.

The fact that
40,000..TEACHER CANCELLATIONS amounting to $ 4,800,000

and

85,000..CASH REPAYMENTS amounting to $ 11,500,000
the total of which represents

125,000..Accelerated PAYMENTS in the amount of $ 16,300,000
were filed prior to the Fiscal Year in which they
were due is almost as significant as the failures to
make payments and file deferments or cancellations.

If the payments which were not received are con-
sidered significant, it should be recalled that
Teacher Cancellatiohs are not required to be
filed on a timely basis; borrowers compile them,
and superintendents frequently fail to forward
them promptly to the colleges so that they are
received by June 30, the closing date for the
Program's report. An equally significant factor
is the difficulties encountered by the service-
men in obtaining and filing their deferral requests
promptly.

Thus, it should be obvious that all the payments
not received cannot be classified as delinquent.
An analysis of the "aging of past due account"
provides much more meralingful insight into the
magnitude of tfte problem of delinquency.
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IV. An Analysis of Delinquency in the NDSLP
1958-68

The delinquency rate for National Defense Student Loans has been
interpreted and computed in a number of different ways in the past.
The following delinquency formula has recently been developed, in an
effort to be as consistent as possible with those procedures used
by banks, considering the number of variables that complicate the
National Defense Student Loan repayment data.

The delinquency data, which are listed below, 11,tve been determined
by adding:

1. the "total (cumulative) cash received" through a given FY, PLUS
2. the "total (cumulative) principal cancelled" through a given

FY, PLUS
3. the amount of payments deferred (a cumulative figure) during

that FY, PLUS
4. the amount that was not collected (a cumulative figure) during

that FY.

The sum of these four figures is the "total receivables" for the Pro-
gram, cumulative through any given fiscal year. Division of the amount
reported as unpaid, or in arrears, (also a cumulative figure) for any
given year, by the "total receivables" for that same fiscal year indi-
cates the following rates of delinquency in the NDSLP:

FY 1964 - 8.0% FY 1967 - 6.6%
FY 1965 - 6.6% FY 1968 - 8.9%
FY 1966 - 7.3% Ten -Year Total - 8.94

A summary of the data on which these rates are based follows:

Total Rate

Cash Prin. Payments Amount Total of

FY Received Cancelled Deferred Delinspent Receivables Delinquency

(Cumulative) (Cumulative,

59 10,000 300 NA NA NA NA
60 460,000 27,000 NA NA NA NA

61 1,500,000 264,500 NA NA NA NA
62 3,550,000 1,162,500 NA (391,000) 7,572,300 5.2

63 6,700,000 2,443,000 NA (903,000) 17,618,300 5.1

64 11,500,000 4,736,500 ( 3,736,000) ( 2,969;000) 37,108,800 8.0

65 17,650,000 7,051,200 ( 3,677,000) ( 4,356,600) 65,138,600 6.6

66 24,875,000 10,512,000 ( 6,122,000) ( 7,800,000) 106,414,000 7.3

67 72,770,000 14,819,200 (.7,077,500) (10,500,000) 157,6584100 6.6

68

n-Year
btal

44,000,000

143,065,000

20,790,000

61,806,200

(19,623,000)

10,623,000

(21,100,000)*

21,100,000

236,594,200

236,594,200

8.9

8.9

Delinquent more than 120 days 14,100,000 236,594,200 5.9

* This sizable increase in delinquency is the product of changing the annual
reporting date to June 30 (from October 31) for the Dirst time in 1968
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APPENDIX VI-3

ILLINOIS GUARANTEED LOAN PROGRAM

STATEMENT OF RESPONSIBILITIES
A guaranteed student loan is a serious legal obligation, therefore it is extremely important that the
borrower understand his responsibilities. When you, the student borrower, sign this statement it
means that you understand your responsibilities, and you agree to honor them.

2

3

4

5

6

I understand that I must, without exception, report any of the following changes to my lender:

(al If 1 withdraw from school.
(b I 1 j 1 transfer to another school.
r. 11 I change to part-time student status.
d i If my address, or my .aarenta' address changes.
e i lf my name should change (for example, because of marriage).

I understand that if I cease being a full-time student prior to the due date of my Interim Note,
I must report to my lender within five months of the date I ceased full-time study to sign a Pay-
out Note.

I understand that my first payment will be due nine months after the date 1 ceased being
a full-time student.

I, 1 iirdetstand that my final payment will be due not later than six years after the date 1
ceased being a full-time student ( periods of authorized deferments excluded).

,c, 1 understand that my minimum monthly payment is $30.00; however, my minimum pay-
ment n.ay be up to $60.00 if 1 borrow $3,000: $90.00 if 1 borrow $4,500; and $150.00 if I
borrow $7,300.

understand that the Payout Note 1 must sign will contain essentially the same terms as
my Interim Note, except that my regular Monthly payments will be specified.

I understand that there is no ";orgiceness" of any part of this loan because of teaching
or military service.

f I understand that on all loans disbursed after December 15, 1968, any federal interest
benefits to which 1 may have been entitled cease during my repayment period.

I understand that if I enter the military service, Peace Corps, or VISTA, or return to full-time
study at an approved school, I may request that the payments on my guaranteed loan be de-
ferred.

I understand that my guaranteed loan funds may be used only for the expenses listed on my
application which have been approved by my school counselor, and that I may be prosecuted
if I use these funds for any other purpose.

I understand that if I fail to repay my loan as agreed under Illinois Guaranteed Loan Program
regulations, I face possible legal action by the State of Illinois.

I authorize my lender or the Illinois Guaranteed Loan Program to contact my school at any
time and obtain information concerning my full-time student status, my year of study, my dates of
attendance, graduation, or withdrawal, my transfer to another school, or my current address.

Date Signature of Student

WHITE - LENDER COPY
YELLOW - STUDENT COPY Signature of Lending Officer

/CY



APPENDIX VII-1

METHOD USED IN COMPARING BUDGETS OF BORROWERS AND NONBORROWERS

Full-time undergraduates (2105) were placed into two groups,
those who borrowed for the current year and those who did not borrow.
Using the procedure described in Appendix 11-3, the average value of
amount category for each source and for each group was then computed
as follows:

Table 1
(1)

Nonborrowers
(2)

Borrowers 2/1

1655 450

Total parental assistance 1.534 .834 .54

Total earnings during school year 1.150 1.020 .89

Total earnings last summer 1.755 1.526 .87

Total nonrepayable assistance .861 1.414 1.64

Total loans obtained 0 1.962

Total all sources 5.300 6.756 1.27

To determine the relative importance of each source for nonbor-

rowers, the average value of amount category for each source was divided

by the sum of all sources. The sum of the five sources was assumed to
equal $2400 for nonborrowers, and in turn, estimated dollar values for

each source were calculated as follows:

Table 2

Nonborrowers

Estimated dollar amount
from each source

Total parental assistance .29 x $2400 = $696

Total earnings during school year .22 x $2400 = $528

Total earnings last summer .33 x $2400 = $792

Total nonrepayable assistance .16 x $24n0 , $384

Total loans obtained 0 0

Total all sources 100% $2400



/66,

APP VII-1

Using the estimated dollar amounts in Table 2 and the infor-
mation in Column 3 of Table 1 (showing ratio of amounts received by bor-
rowers to amounts received by nonborrowers), estimated dollar amounts
received by borrowers from each source were computed as follows:

Table 3

amount

Borrowers

Estimated dollar
from each source

Total parental assistance $696 x .54 = $376

Total earnings during school year $528 x .80 = $470

Total earnings last summer $792 x .89 = $689

Total nonrepayable assistance $384 x 1.64 - $630

Total loans obtainedl $883

Total all sources $2400 x 1.27 = $3048

1. The estimate for loans was determined by the difference between the
total from all sources ($2400 x 1.27 = $3048) and the sum of esti-
mated amounts from the other four sources ($2165).
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APPENDIX VIII-1

APPLICATION FOR DEPOSITS OF STATE FUNDS

ILLINOIS STATE TREASURER
COMMUNITY SERVICES APPLICATION

Or COM kiltaABLE

Honorable Alan J. Dixon
Treasurer of the State of Illinois
Springfield, Illinois

Dear Sir:

The undersigned applies for

to exceed $ , at

to mature September 1, 1974.

, 1973

a one year time deposit of State funds, not
% to be effective September 1, 1973 and

We understand that deposit
which we apply and the following
activities in certain areas. We

made in the absence of such date.

amounts will be based on the interest rate at
information concerning our bnnk's lonn
further understand that awards will not be

Loans Outstanding For Year

Bank Activity Ended 6-30-73 - Omit Cents

Student Loans 01

Agricultural Loans 02

Nursing Home, Hospital or Other Medical Facility Loans* 03

Church, Private Education & Charitable Institution Loans 04

Tax Anticipation Warrants Purchased from any Taxing
Authority in Illinois 05

Guaranty Loans - S.B.A. (Including Participations in
S.B.A. Loans) 06

Enviromental Protection Loans 07

Farmers Home Administration Loans 08

Residential Financing under F.H.A. and V. A. 09

Economic.Opportunity S.B.A. 10,

Construction Financing for Public Housing Projects and
Housing Programs under the National Housing Act 11

Loans for 11.U.D. Projects & Model Cities Agencies 12

13

Total

* TAX EXEMPT ORGANIZATIONS

If this proposal is accepted by the State Tr* orer, and funds are

allotted to this bank, we hereby agree to comply h the laws in relation

to State deposits, and with all administrative t.. pertaining thereto

prescribed by the State Treasurer, including those in relation to collatcal
security, and with the terms of the deposit agreement to be entered into

between the undersigned and the State Treasurer.

(Bank)

(Town)

President

PLEASE NOTE:

No applica.ions will be accepted, nor funds awarded, at an interest rate

below 5.75%. As in recent allocations, an interest incentive fc..ture is included

in the award program to assure that banks applying at rates above this minimum

will receive larger deposits. No multiple rates or bid amounts will be accepted.

Please a 1 for one amount at one rate. It is also suggested that the rats be

in a 1 8 multiple, i.e. 5.75 - 5.875 - 6.0 - 6.125 6.25 6.375 etc., as computer

rounding at a rate other than one-eighth may provide no additional benefit

DEADLINE

No application will be accepted after Wednesday, August 1st, 1973.



APPENDIX X-1

DETAIL ON QUESTION 16 OF STUDENT SURVEY

As explained in the text, four groups of students were identi-
fied based on responses to the first two options listed in Question 17
of the student survey. Each group's response pattern (% responding
"likely" or "very likely") to the six options were as follows:

On a scale from 1 (very likely) to 4 (very unlikely), what is the likeli-
hood that you would take each of the following actions if all students in
Illinois public universities had to pay an additional $500 in tuition next
year:

I would drop out of school in order
to earn enough money to continue my
education later on.

I would drop out of higher educa-
tion altogether.

I would seek a bank loan to cover
the additional cost.

I would try to earn the additional
money through part-time employment.

would transfer to another school.

I would seek assistance from my
family to cover the additional costs.

/7a-

crot221 Group 2 Group 3 Group 4

0% 100% 100% 0%

0% 0% 100% 100%

39% 43% 19% 14%

78% 82% 56% 36%

25% 38% 50% 43%

62% 38% 25% 27%

The within-group distributions relating to various characteristics
referred to in the text were as follows (only responses from freshmen,
sophomores, and juniors were used in the analysis):

N: 909 517 192 112

% of sample 53% 30% 11% 6%

Estimated parental income

Under $5000 9%
10% 16% 10%

$5,000-9,999 19 22 16 22

$10,000-14,999 31 40 39 37

$15,000-20,000 25 18 20 18

Over $20,000 17 11 10 14
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APP X-1

Grade level
Group 1 Group_ 2 Group 3 Group 4

Freshman 30% 27% 22% 27%

Sophomore 28 28 29 25

Junior 42 46 48 48

Credit hours

Less than 6 3% 4% 7% 9%

6-11 7 8 14 13

12 or more 90 88 79 78

Decided on a Career

Yes 85% 82% 80% 76%

No 15 18 20 24

Grade point average

A 14% 8% 4% 11%

B 60 55 52 59

C 26 37 44 30

Educational foal

Bachelors 62% 56% 68% 77%

Masters 29 35 28 18

Doctorate 9 9 4 5

Average hours worked per week

Zero 50% 50% 41% 46%

Under 20 29 27 18 22

Over 20 21 23 41 32

If employed during school year,
have studies suffered?

Yes 43 56 68 66

No 57 44 32 34



Might participate in a co -op
ed program

Took a loan for this year

Might participate in an income-
contingent loan program

JIM

Under 21

21-26

Over 26

Sex

Female

Male

Married

Children

APP X-1

Group 1 Group 2 Group 3 Group 4

51% 67% 66% SS%

16 25 19 15

36 54 SS 7

77 68 61 63

16 24 22 24

7 8 17 13

52 52 52 66

48 48 48 34

12 15 20 22

9 11 16 13
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APPENDIX X-2

AGENCY RESPONSES

It is IEFC policy to provide with each program analysis an
appendix in which agencies mentioned in the report can respond to
specific statements or recommendations. Interested agencies were in-
vited to respond and were assured that their responses would not be
edited in any way.

Written replies were received from the Illinois Board of
Higher Education and the Illinois State Scholarship Commission.
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State of Illinois
BOARD OF HIGHER EDUCATION

500 REISCH BUILDING
119 SOUTH FIFTH STREET

SPRINnr7ELD, ILLINOIS 62701
(217) 525-2 51

April 30, 1974

/71

DONALD M. PRINCE CAMERON WEST

Claims:1

Dr. Mark Lincoln Chadwin, Director
Illinois Economic and Fiscal Commission
610 State Office Building
Springfield, Illinois 62706

Dear Dr. Chadwin:

Executive Director

The staff and I are much appreciative of the,opportunity to review the
draft of the Illinois Economic and Fiscal Commission's staff report,
"Student Financial Aid in Illinois: A Program Review". As a major

effort to cover a most complex and perplexing area of great interest to
all in government and higher education, the draft report is a distinct
contribution to ou! understanding of the facts and issues. I am certain
that the members of the Board of Higher Education will wish to study the

report and take its recommendations under advisement.

As various staff members of the Economic and Fiscal Commission and the
Board of Higher Education have discussed, the valuable surveys of the
report do not cover in any depth two major areas of concern to the
Board, namely the public community colleges and the private senior
colleges and universities. I mention this as a note for the record
rather than necessarily a criticism. Certainly these are two areas
of study which the Board staff should pursue in order to supplement
what the Commission has so well begun.

The Board's Study Committee on Tuition and Student Costs, which will be
holding preliminay public hearings on May 6 and June 3, should find the
report an invaluable source of data and policy suggestions. My understanding
is that your staff plans to present testimony on the report at the June 3

committee hearing in Chicago. I look forward to that occasion, and
anticipate the Committee members will find the testimony provocative of
useful discussion of many issues bearing on their problems of policy. I

have asked John Fry of this staff to discuss items of your study which
should be of specific interest to the Board's Study Committee.
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Dr. Mark Lincoln Chadwin
April 30, 1974
Page II

Again, your courtesy in permitting us to preview the report is appreciated.
As specific recommendations emanating from your activity come to the Board,
the information which the Board staff will need to gather for the Board's
proper consideration will be much reduced and better directed by the
existence of your report.

Sincerely,

;4441)C,Aii4I'P
Cameron West
Executive Director

cc: Richard D. Wagner
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ILLINOIS STATE SCHOLARSHIP COMMISSION
SOX 607. 102 WILMOT ROAD DEERFIELD. ILLINOIS 60015 312 : 945.1500

SCHOLARSHIPS GRANTS LOANS

JOSEPH D. BOYD
ED D. EXECUTIVE DIRECrom

Mr. Mark Lincoln Chadwin
Director

Illinois Economic and Fiscal Commission
610 State Office Building
Springfield, Illinois 62706

Dear Mr. Chadwin:

April 25, 1974

My administrative directors and I have reviewed draft copies of chapters of the IEFC
program review of student financial aid in Illinois. We have appreciated the opport-
unity to cooperate in providing facts and background for this study.

This report is to be commended for the thorough manner it has reviewed all the components
of student aid. You have provided all interested parties with both a history of and an
updating of the federal and state efforts to provide dollars to meet college costs.

The Scholarship Commission shares with you the mutual goals of providing access to an
appropriate post-secondary institution, equity and efficiency in aid program administra-
tion, and adequacy of and stability in funding in programs of grants, loans, and
employment.

All recommendations directed to ISSC shall be given full review by appropriate ISSC
advisory committees, the executive staff, and full consideration by Commission members.
Where internal procedures and policies are involved, consideration of changes for both
the current application cycle and next year's procedures will be analyzed. Where
federal or state law changes would be required, and deemed advisable, to implement
IEFC recommendation, we would suggest appropriate amendments. Where we are asked to
cooperate with the IBHE to accomplish certain recommendations, you can be assured the
ISSC executive staff will cooperate fully in exploring the recommended joint
undertakings.

The survey findings of representative public university students provide valuable data
to compare with the results of random survey findings to be compiled this summer as
the third of a longitudinal study by ISSC on the impacts of Illinois student aid pro-
grams. The ISSC also looks forward to a more thorough study and review of the question-
naire findings of IEFC as regards the students, aid officers and business officers,
which would not be included in the program review.

Rest assured we will keep you, your staff, and the IEFC members informed of the
disposition of the recommendations pertaining to ISSC.

JDB:rs

LLOYD 11 MICHAEL. Coomsm./4

WILLIAM E McMANUS

S ncerely,

,bseph D. Boyd
Executive Director

COMMISSION MEMBERS

ROBERT 0 DOUGLAS E ERIE JONES

MRS L GOEBEL PATTON

HAROLD LISTON

MRS RAY POLHILL


